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Annual Report 


CHAPTER ONE: MAYORS FOREWORD AND EXECUTIVE SUMMARY 


MAYOR’S FOREWORD 



It is my countless will to provide this Annual Report of 2012/2013 with all- 
inclusive in the content, taking into account the uMtshezi Municipality's 
progress in the past three years in Administration. To abide by our declaration 
in our mission statement in the year 2011 when we took-over the office, “By 
2016, uMtshezi Municipality will be a champion of sustainable growth with the 
aim of bu/7d/ng better communities". Suddenly, we have so far moved a step- 
ahead In carrying out the mandate of the people as it is now for the second 
time that uMtshezi Municipality achieved a clean Administration and a clean 
Audit Award. 

in principle, this is a sign of good governance and leadership skills from a 
tireless performing administration as we have set-up goals and values, adhere 
to the entire country’s laws on local governance and in line with the 
Corporate Governance and Traditional Affairs' guidelines on the 
Municipalities in South Africa. 

We have again managed to execute the Integrated Development Program - 
IDP Road Shows to all our communities within our proximity. 

The government at large have been decisive as a custodian slapping us on 
our wrist about the fraternity to work harder in order to ensure that there are 
no cases of irregular and wasteful expendifure which may lead to negative 
audit outcomes. Hence, we once more achieved the Clean Audit and we 
were declared the runners up on the Cleanest Town competition for the rural 
category. 

As a local government in the Midlands, we have managed to accomplish 
our first mission of installing electricity to the people of Rensburgdrift, a semi- 
rural area, affectionately known as eSgodiweni. This is phase one of this 
project and phase two is expected to take place soon In this current financial 
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year 2013/14. As the Champion of change, Umtshezi Municipality is the first to 
make this impressive move after these people dropped-off for the past 1 8- 
years without eiectricity. 

Jointly with the National Youth Development Agency (NYDA), we have 
started a youth development programme on various skills. Adding value to 
our youth programmes, there is also the Premier’s Youth Programme and the 
Expanded Public Works Programme-(EPWP) also focusing on the youth 
development. This is a tool to eradicate crime and social ills from our society. 

UMtshezi have managed to organise together with the Department of 
Education and Transport a scholar transport for Mngwenya, kwaMatshezi, 
kwaMshayazafe, kwaMadondo and eMabhanoyini for the pupils in these 
areas. 

We are in partnership with the NGOs; Meals on Wheels which help the less 
fortunate families with food and the AMmdaad Foundation also assisting in 
social relief programmes. 

The Intermodal Transport Facility (Taxi Rank) in the Estcourt CBD is still under 
construction and it is expected to facelift the image of our town and give 
dignity and respect to our people. This project has created many 
opportunities for employment to our local people while another two taxi 
ranks are also under construction at Wembezi Township and Weenen Town, 
respectively. Our town, Estcourt, is getting smaller as the population increases 
and also because of the construction of the new taxi rank. 

Our Roads are full of Potholes. Their lifespan have reached the stage of the 
entire Town receiving a thorough roads rehabilitation and reconstruction 
programme. In some other Instances, there is water that is surfacing through 
the tar road creating sinking holes. Storm water drains are old and totally 
blocked. We have inherited this financial crisis from our predecessors 
following their spending spree and we have become liable to settle their 
scores. 

More funds are needed for the uMtshezi Municipality to overcome these 
socio economic challenges as it will be clearly outlined in the departmental 
comprehensive reports. 

In conclusion, our System is precisely following each and every word of 
encouragement from National, Provincial, District and Local Government’s 
advices on service delivery. We are open to constructive criticism and mostly 
to our communities as “Together we can do more". 

Cllr. B.D. DIamini 
The Honourable Mayor 
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MUNICIPAL MANAGER’S FOREWORD 





As the Accounting Officer of Umtshezi Municipality, i confirm that the 
2012/2013 annual report has been compiled in line with the local 
Government Municipal System Act 32 of 2000 and the Local Government 
Municipal Finance Management Act 56 of 2003. 

The 2012/2013 financial year has been a very difficult year but through 
hard work and dedication, we have survived and pulled it off. 

We have achieved two clean administrations for the 2010/2011 and 
2011/2012 financial years and we have worked hard during the year to 
ensure that we keep our clean administration for a third successful year. 

We have been placed second in the Greeenest Town Competition for the 
rural category and achieved many other awards from stakeholders for our 
outstanding achievements. 

We have successfully achieved the following: 

1 . Electrification of 31 6 households in Rensburgdrift 

2. Opening of the Mshayazafe Hall 

3. Training of 1000 youth in partnership with NYDA 

4. Employment of 100 peopie with partnership with COGTA 

5. Poverty Alieviatlon Programmes 

Our major challenge to date was the maintenance of the roads, however, 
we have overcome that hurdle and our Civil Department has started 
repairing the damaged roads. 

Our long terms goal is mostly based on the realization of both economic 
growth and economic development of our area of jurisdiction. We are to 
drive growth and therefore a regeneration growth plan and strategy is 
essential. 


PN Njoko 

Municipal Manager 
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OVERVIEW OF THE MUNICIPALITY 



His Worshipjhe Mayor, Cllr BD DIamini 



The Honourable Deputy Mayor The Honorable Speaker 

Cllr BA DIamini Cllr CJS Nunes 

Members of Full Council 


BS DIadia 
BD DIamini 
TG Duma 
E Lite 

EM Majola 
SM Mlambo 
CJS Nunes 
DM Vahed 
Z Zwane 


BA DIamini 
TC Dubazane 
RP Gericke 
SD Magubane 
ME Mchunu 
SC MIele 
B Sulieman 
KA Vilakazi 


Management of Council 

Municipal Manager 
Chief Financial Officer 
Director: Corporate Services 
Director: PECS 
Director: Technical Services 
Senior Manager: Electrical 
Manager: Mayor's Office 


PN Njoko 
N Thomas 
H8 Chotoo 
EH Diadia 
PPS Zamisa 
C Moodley 
M Hadebe 
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Chairpersons of Various Sub- Committees 


NAME OF PORTFOLIO 
COMMITTEE 

CHAIRPERSON 

MEMBERS 

CONTACT 

DETAILS 

infrastructure, 

Housing, Town 
planning, Rural 
Development and 
Agrarian reform 
Committee 

Elite 

BD Dlamini 

TC Dubabzane 

SC MIele 

DM Vahed 

B Sulieman 

073 3183 866 

IDP, Finance, LED and 
Tourism Committee 

BD Dlamini 

Elite 

B Sulieman 

BA Dlamini 

SM Miambo 

DM Vahed 

071 0888 503 

Sport, Gender, 
Vulnerable Groups, 
Health, Youth and 
Education Committee 

SD Magubane 

1 Zwane 

B$ DIadia 

E Lite 

TG Duma 

EM Majoia 

072 1905 659 

Human Resources 
and Transformation 
Committee 

TC Dubazane 

SD Magubane 
Elite 

SC MIele 

KA Vilakazi 

DM Vahed 

082 7575 087 

Safety/Security 

Committee 

B Sulieman 

DM Vahed 

BA Dlamini 

RP Gericke 

SC MIeie 

BS DIadia 

073 2338 563 

Rules Committee 

CJS Nunes 

DM Vahed 

SD Magubane 

RP Gericke 

SC MIeie 

082 8503 048 

Municipal Public 
Accounts Committee 
(MPAC) 

DM Vahed 

TC Dubazane 

SD Magubane 

RP Gericke 

SC MIele 

082 786 9063 

Local Labour Forum 

E Lite 

BS DIadia 

SD Magubane 

TG Duma 

073 3183 866 

Executive Committee 

DB Dlamini 

BA Dlamini 

EM Maiola 

071 0888 503 
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Vision 

"By 2016, Umfshezi municipality wilt be a champion of Sustainable Growth 
with an aim of Building better Communities'* 

Mission Statement 


We as UmtshezI Municipality in partnership with other stakeholders are 

committed to: 

1 . Provide an enabling economic and social development environment. 

2. Provide a robust plan for the vulnerable, including youth, physically 
challenged, gender and aged persons. 

3. Work co-operatively to unlock resources from other spheres of 
Government and the Private Sector. 

4. Continuously provide services in an equitable manner taking Batho Pels 

Principles into cognisance. 

5. Establish and maintain community networks that promote healthy 
engagements between the Municipality and out stakeholders. 

6. Strive to facilitate the provision of basic services. 

7. Develop Umfshezi in a sustainable manner that does not compromise 

current and future generations. 
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Approximately 71% of the total population in Umtshezi Municipality area is 
below the age of 35. Children, below the pre-school enrolment age (that is, 
0-4 years of age), constitute 11% of the population, with those who are at 
school-going age, including pre-school constitute 23% of the entire Municipal 
population. Approximately 4% of the total population is over the age of 65 
years. This scenario indicates the high dependency ratio incident within the 
municipal area, an event that might have a negative impact on the overall 
socio-economic development of the area as it impedes on the ability of the 
individuals to save and invest. 




Overview of the Local Municipalities that fall within the District 

NAME OF MUNICIPALITY I POPULATION 


LADYSMITH {EMNAMBITH! 


OKHAHLAMBA 

IMBABAZANE 


INDAKA 

UMTSHEZI 


225 

459 

137 

526 

119 

922 

113 

643 

861 

DOO 
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Financial Overview 

The application of sound financial management principles for the 
compilation of the Municipality’s financial plan is essential and critical to 
ensure that the Municipality remains financially viable and that municipal 
services are provided sustainably, economically and equitably to ail 
communities. 

The Mayor is tasked with co-ordinating the processes for preparing the 
budget, reviewing the integrated Development Plan (IDP) and budget 
related policies. The Accounting officer, as per S68 of the MFMA, Is required 
to assist the mayor in developing and implementing the budgetary process. 


Financial Overview: YearO 

R'OOO 

Details 


Adjustment Budqet 

Actual 

Income: 




Grants 

61028000 



Taxes, Levies and tariffs 

58140513 

47140513 


Other 

179718871 

178260036 

173941400 

Sub Total 

298887384 

299908549 

285585958 

Less: Expenditure 

302260451 

296351393 

286303871 

Net Total* 

-3373067 

3557156 

•717913 


Operating Ratios . 

Detail 

% 

Employee Cost 

22% 

Repairs & Maintenance 

3% 

Finance Charges & Impairment 

1% 


R'OOO 


Detail 

Year -2 

Year-1 

YearO 

Original Budget 

39671000 

24459000 

24409000 

Adjustment Budget 

0 

0 

43927000 

Actual 

39671000 

24459000 

43927000 
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Umtshezi Municipality (KZN234) is an ANC led Council from 2011 local 
government. All internal structures are fully functional which help the council 
to fully perform its oversight role. An audit committee which comprises of 
three members, namely, Mr B van Der Merwe (Chairperson), 

Mr C Rautenbach and Mr Z Zulu, has been established and is functional. 

POLITICAL OFFICE BEARERS 




Deputy Mayor Speaker 

Cllr BA DIamlnl Cllr CJS Nunes 
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EXECUTIVE COMMITTEE 



CLLR: BADIomlni 


CLLR: EM Majola 


Chairperson: CLLR: DB Dlaminl 



Chief Whip 
Cllr DM Vahed 
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COUNCILLORS 

Umtshezi Municipality is a Council that comprises of 1 7 Councillors. The total 
of 9 Councillors are Ward Councillors and 8 are PR Councillors. 


NAME OF COUNCILLOR 

IDENTITY NUMBER 

WARD 

BS Dladla 

720330 5521 083 

1 

BA Diamini 

740922 5681 085 

2 

BD Diamini 

821030 5610 088 

9 

TC Dubazane 

741026 5406 086 

7 

TG Duma 

680815 6216 087 


RP Gericke 

4102125012088 


E Lite 

700405 0086 086 


SD Maqubane 

731015 3520 083 

3 

EM Maioia 

800110 5464 085 


ME Mchunu 

841020 5711 081 


SM Mlambo 

820427 5344 083 

5 

SC MIele 

750426 0233 089 

Proportional 

CJS Nunes 

570311 5016 085 


B Sulieman 

430815 5178 083 

6 

DM Vahed 

410924 5154 088 

4 

KA Vilakazi 

640424 5657 083 


Z Zwane 

720213 5764 087 

8 


POLITICAL OVERSIGHT AND DECISION MAKING 

Our Council is run professionally and all decisions are taken on an informed 
system based on legal prescripts guarding the institution. 
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Councillors, Committees Allocated and Council Attendance 

Council 

:Members 

Full 

Time / 
Part 

Time 

FT/PT 

Committees Allocated 

*Ward and/ 
or Party 
Represented 

Percentage 
Council Meetings 
Attendance 

Percentage 
Apologies 
for non- 
attendance 



BS DIadIa 

PT 

• Sports, Gender, 
Vulnerable Groups, 
Health, Youth and 
Education 

• Safety/Security 

• Local labour Forum 

Ward 1 {ANCl 

100 

0 

BA DIamini 

FT 

• Exco 

• IDP, Finance, LED 
and Tourism 
Committee 

• Rules Committee 

Ward 2 

92 

0 

DB DIamini 

FT 

• EXCO 

• IDP, Finance, LED 
and Tourism 
Committee 

• Infrastructure, 
Housing, Town 
Planning, Rural 
Development and 
Agrarian Reform 
Committee 

Wards 

100 

0 

TC Dubazane 

PT 

• Infrastructure, 
Housing, Town 
Planning. Rural 
Development and 
Agrarian Reform 
Committee 

• Human Resources 
and Transformation 

• Municipal Public 
Accounts 

Committee 

Ward 7 (ANC) 

92% 

8% 

TC Duma 

PT 

• Sports, Gender, 
Vulnerable Groups, 
Health, Youth and 
Education 
Committee 

• Local Labour Forum 

Proportional 

(NFP) 

86% 

14% 

RP Gericke 

PT 

• Rules Committee 

• Municipal Public 
Accounts 

Committee 

Proportional 

(DA) 

100% 

0% 







Note: * Councillors appointed on a proportional basis do not have wards allocated to 
them T A 
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Councillors, Committees Allocated and Council Attendance 

Council 

Members 

Full 

iTime / 
Part 

Time 

FT/PT 

Committees Allocated 

•Ward and/ or 

Party Represented 

Percentage 
Council , 
Meetings 
Attendance 

Percentage 
Apologies ; 
for non- 
attendance 

% 

% ■ 

Elite 

PT 

• Infrastructure, 
Housing, Town 
Planning. Rural 
Development and 
Agrarian Reform 
Committee 

• iDP, Finance. LED 
and Tourism 
Committee 

• Sports, Gender. 
Vulnerable Groups. 
Health, Youth and 
Education 
Committee 

• Human Resources 
and Transformation 

• Local Labour Forum 

Proportional (ANC) 

100% 

0% 

SD Magubane 

PT 

• Sports, Gender, 
Vulnerable Groups, 
Health, Youth and 
Education 
Committee 

• Human Resources 
and Transformation 

• Local Labour Forum 

Ward 3 (ANC) 

92% 

8% 

EM Majoia 

PT 

« EXCO 
• Sports. Gender, 
Vulnerable Groups. 
Health, Youth and 
Education 
Committee 

Proportional (IFP) 

92% 

0% 

EM Mchunu 

PT 


Proportional (IFP) 

100 

0 

SM Mlambo 

PT 

• IDP, Finance, LED 
and Tourism 
Committee 

Ward 5 (IFP) 

100% 

0% 

SC MIele 

PT 

• Infrastructure, 
Housing, Town 
Planning, Rural 
Development and 
Agrarian Reform 
Committee 

• Human Resources 
and Transformation 

• Safety/Security 
Committee 

• Municipal Public 
Accounts 

Proportional (NFP) 

67% 

17% 
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Councillors, Committees Allocated and Council Attendance 

Council 

Members 

Full 

Time / 
Part 

Time 

FT/PT 

Committees Allocated 

*Ward and/ 
or Party 
Represented 

Percentage ; 
Council Meetings 
Attendance 

Percentage 
Apologies 
for non- 
attendance 


0% 

CJS Nunes 

FT 

• Rules Committee 

Proportional 

(ANCl 

100% 

B Sulieman 

PT 

• Infrastructure, 
Housing, Town 
Planning, Rural 
Development and 
Agrarian Reform 
Committee 

• IDP, Finance, LED 
and Tourism 
Committee 

• Safety/Security 
Committee 

Ward 6 (ANC) 

100% 

0% 

DM Vahed 

FT 

• Infrastructure. 
Housing. Town 
Planning, Rural 
Development and 
Agrarian Reform 
Committee 

• IDP, Finance, LED 
and Tourism 
Committee 

• Human Resources 
and Transformation 

• Safety/Security 
Committee 

• Rules Committee 

• Municipal Public 
Accounts 

Committee 

Ward 4 (ANC) 

92% 

8% 

KA Vilakazi 

PT 

• Human Resources 
and Transformation 

Proportional 

(IFF) 

83% 

0% 

Z Zwane 

PT 

• Sports, Gender, 
Vulnerable Groups, 
Healih, Youth and 
Education 
Committee 

Ward 8 (ANC) 

100% 

0% 
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WARD COMMIHEES 

The key purpose of ward committees is to get a broader input from the 
community in order to advise the council. Also to make sure that there is 
more current interaction linking the council and the community. And to help 
the Ward Councilor with meetings and in turn - liaise with to the community. 

The major issues that the ward committee system has dealt with during the 
year. 

IDP PARTICIPATION AND ALIGNMENT 


IDP Participation and Alignment Criteria* 

Yes/No 

Does (he municipality have impact, outcome, input, output indicators? 

YES 

Does the IDP have priorities, objectives, KPIs, development strategies? 

YES 

Does the IDP have multi-year targets? 

YES 

Are the above aligned and can they calculate into a score? 

YES 

Does the budget align directly to the KPIs in the strategic plan? 

YES 

Do the IDP KPIs align to the section 57 Managers 

YES 

Do the IDP KPIs lead to functional area KPIs as per the SDBIP? 

YES 

Were the indicators communicated to the public? 

YES 

Were the four quarter aligned reports submitted within stipulated lime frames? 

YES 
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BY-LAWS 


By-laws Introduced during Year 0 

Newly Developed 

Revised 

Public 

Participation 
Conducted Prior 
to Adoption of 
By-Laws) 

Dates of Public 
Participation 


1 

PUBLIC LIBRARIES 


IN PROGRESS 

ADVERTS 

(10/07/2012) 

1 

■ 

PUBLIC ROAD 

STREET 

TRADING 

IN PROGRESS 


1 

■ 

PROPERTY ENCROACHMENT 






STORMWATER MANAGEMENT 






CEMETERY & CREMATORIA 






KEEPING OF BIRDS & ANIMALS 






POLLUTION CONTROL 






PUBLIC AMENITIES 






PARKING 






POUND 






FIRE SAFETY 






NUISANCES 














BY - LAWS 

The workshop to present and workshop the Council on the new updated by- 
laws relating to Public Libraries, Public Roads, Property Encroachment, Storm 
Water Management, Cemeteries, Keeping of Birds and Animals, Pollution 
Control. Public Amenities, Parking, Pounds, Fire Safety and Nuisances were 
finally held on 20 June 2013 following two previous postponements. Council 
accepted the new by-laws at its meeting held on 26 June 2013. The Street 
trading By-Laws were updated and also accepted by the Council at its 
meeting held on 26 June 2013. The notice informing the public and calling for 
objections/submissions were placed in the local paper on 26 June 2013. The 
by-laws were also circulated to libraries and appear on the website. 
Presentations well be made to Ward Committee members at the IDP cluster 
meetings. 

NATURE OF PUBLIC PARTICIPATION 

By-Laws appear on website and available in public libraries. 
Presentations/Workshop to Councillors and Ward Committee members at IDP 
cluster meetings. 

Protection Services/Traffic Officers to enforce. 
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WEBSITES 


Municipal Website: Content and Currency of Material 

Documents published on the Municipality's / Entity's Website 

Current annual and adjustments budgets and all budget-related documents 


All current budget-related policies 


The previous annual report (Year -1) 

The annual report {Year 0) published/to be published 


All current performance agreements required In terms of section 57(1)(b) of Hie Municipal 
Systems Act (Year 0) and resulting scorecards 


All service delivery agreements (Year 0 


All long-term borrowing contracts (Year 0 


All supply chain management contracts above a prescribed value (give value) for Year 0 


An information statement containing a list of assets over a prescribed value that have been 
disposed of in terms of section 14 (2) or (4) during Year 1 


Contracts agreed in Year 0 to which subsection (1) of section 33 apply, subject to subsection 
(3) of that section 


Public-private partnership agreements referred to in section 120 made in Year 0 


All ouarteriy reports tabled in die council in terms of section 52 


Yes /No 
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CHAPTER THREE: SERVICE DELIVERY PERFORMANCE 


ELECTRICITY 

Provision of electricity to every household within our Area of supply is one of 
our major priorities as Umtshezi Municipality. We also cater for members of the 
community that cannot afford this basic service. As a Municipality we also 
have an efficient system on the ground such that when there is an 
application of new electricity to be installed, it would be done timeousiy. 

To counter backlogs, more staff has been employed to tackle the backlogs 
as in the past year targets were not achieved due to shortage of staff. 
Backlog was also due to the maximum capacity on the transformer being 
reached, that is currently supplying one of our areas namely Wembezi, but a 
project is in place to upgrade the transformer in an effort to satisfy the 
required demand and cater for new connections. 

One of our major successes achieved was the provision of electricity to the 
community of Rensburgdrift. It is our pleasure to mention that we have 
actually electrified 316 households in Rensburgdrift. Another success worth 
mentioning is the upgrade of one of our major substations (ie Sub 57 John 
Erikson) as It is now In the second phase of its completion. 

Our Municipality usually holds public participation meetings in all the wards 
and during these meetings the needy are identified and assisted in line with 
our IDP. Those who are in need of the basic service of electricity but cannot 
afford are put on the indigent list and assisted accordingly. 

Our greatest challenge that the municipality Is facing is the theft of the 
streetlight cable, airdac which is being targeted by thieves. During the night 
the thieves are cutting down our poles then they take the airdac and it is a 
great set back as the thieves are doing it at an alarming rate and some of 
the residents are temporarily forced to live without street lighting. However 
we are putting every effort that we can to curb theft and we are working 
hand in hand with our local Police and community members, and hopefully 
the culprits would be caught soon. 
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Civil Department 


INTRODUCTION TO ROADS 
Roads Strategy 

Tenders have been advertised for rehabilitation of Roads that are crucially 
damaged around the CBD. Other maintenance has been done internally 
and they have been done successfully the whole of year 2013. Maintenance 
has been a success. Support has been given to communities that are living in 
poverty. Two creches have been built and handed over to the communities 
in year 2013. 

PROJECTS THAT WERE DONE BY THE CIVIL DEPARTMENT FOR THE 2012/2013 

FINANCIAL YEAR 


NAME OF PROJECTS 

STATUS 

EZITENDENI GRAVEL ROAD 

COMPLETED 

KWAMADONDO GRAVEL ROAD 

IN PROGRESS [96% COMPLETED) 

FRERE COMMUNITY HALL 

COMPLETED 

MSHAYAZAFE COMMUNITY HALL 

COMPLETED 

FRERE CRECHE 

COMPLETED 

PHOFINI CRECHE 

COMPLETED 

UMNGWENYA BRIDGE 

COMPLETED (ADDITIONAL WORK TO BE 
DONE) 

POTHOLE PATCHING PROGRAMME 

IN PROGRESS (DAY TO DAY 
MAINTENANCE) 
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PLANNING, ECONOMIC AND COMMUNITY SERVICES 

The Municipality is involved In various community and social services. Four (4) 
new creches have been built with MIG funding, mainly in deep rural areas 
and has been leased out to people living In these areas. We have also 
managed to obtain funding from the Department of Sports and Recreation 
to upgrade the sports fields in Weenen and Wembezi. There are several 
housing developments in various areas within the Municipality's area of 
jurisdiction which is bound to change the lives of these communities. 

LOCAL ECONOMIC DEVELOPMENT 

The Municipality has appointed an LED Officer to implement various LED 
projects. We are at an implementation stage with much emphasis being 
placed on the training of co-opts within the Municipal boundary. We have no 
capital projects at present but attention is given to the agricultural activities. 
We are also part of the Midlands Development agency and will be making 
land available for the Schools Nutritional programme. 

LIBRARIES, ARCHIVES, MUSEUMS, GALLERIES AND COMMUNITY FACILITIES 

In terms of libraries, the three (3) service delivery priorities are information 
dissemination, computer training and library awareness. The Estcourt and 
Wembezi Library have managed to obtain computers from Central Library in 
Pietermaritzburg to train people on using the computers for internet usage. 
Many users for the first time have been using a computer. We are currently 
waiting for the appointment of a staff member by the Province who will be 
dedicated to training patrons on the computers. 
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Introduction to Human Resources Services 

Umtshezi Municipality has approved the organogram for 2013-14 financial 
year and appointments are effected accordingly. 

No critical / senior managerial position took long to till in this financial year 
Workplace Skills Plan has been developed without the assistance of 
Consultants. 

8 HR policies were updated and developed during 2012-13 tinancial year. 

All positions in the Electrical Department were filled. 

95% of planning, economic and community services were filled. 

A health and Safety Committee has been established. Training was also 
provided for the health and safety representatives and the committee is fully 
functional. 

The employment equity report was submitted timeously. 

AH positions in the approved organogram were costed and budgeted for. 

Introduction to Municipal Workforce Management 

In this financial year, there was a steady progress with regard to the 
development of workforce policies. 3 HR policies were approved by the 
Council: 


Comments on Suspensions and Cases of Financial Misconduct 

No suspension was affected in this financial year and no cases of financial 
misconduct were reported. 

Introduction to Workforce Capacity Development 

Ail Departmental Heads were requested to identify training need for their 
staff to be catered for in the Work place Skills Plan for 2013-14 financial year. 
Budget has been set aside to cater for training and staff bursaries and that 
there is a steady progress in securing training for the staff as per WSP. 


Comment on Upgraded Posts that are at variance with normal practice 

Variances experienced were due to settlements reached for unfair labour 
practices cases referred to Bargaining Council. 

Measures put in place to minimise Variances: 
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Mr Chotoo and his HR team took a stand of not reaching any settiements but 
to defend all cases referred to Bargaining Council and only implement ruling 
by the Arbitrator. 


Employees 

- 

Year-1 

YearO | 

Description 

Employees 

Approved 

Posts 

Employees 

Vacancies 

Vacancies 


No. 

No. 

No. 

No. 

% 

Water 

0 

0 

0 

0 

0 

Waste Water (Sanitation) 

0 

0 

0 

0 

0 

Electricity 

43 

48 

43 

5 

10.41 

Waste Management 

63 

77 

63 

14 

18.18 

Housing 

3 

3 

3 

0 

0 

Waste Water (Stormwater Drainage) 

0 

0 

0 

0 

0 ; 

Roads 

59 

66 

69 

7 

10.60 i 

Transport 

0 

0 

0 

0 

0 ^ 

Planning 

23 

34 

23 

11 

11.76 

Local Economic Development 

1 

1 

1 

1 

0 

Planning (Strategic & Regulalary) 

0 

0 

0 

0 

0 

Local Economic Development 

1 

1 

1 

1 

0 

Community & Social Services 

59 

66 

59 

7 

10.60 

Enviromental Proctection 

0 

0 i 

0 

0 

0 

1 Health 

0 

0 

0 

0 

0 

Security and Safety 

0 

0 

0 

0 

0 

Sport and Recreation 

1 

1 

1 

1 

0 

Corporate Policy Offices and Other 

65 

73 

65 

73 

100 


Designations 


Municipal Manager 

CFO 


Other $57 Managers (excluding Finance Posts 
Other 857 Managers (Finance posts) 


Police officers 


Vacancy Rate: Year 0 
‘Total Approved 
Posts 


Fire fighters 

9 

Senior management: Levels 13-15 (excluding Finance 

Posts) 

12 

Senior management: Levels 13-15 (Finance posts) 

0 

Highly skilled supervision; levels 9-12 (excluding Finance 
posts) 

72 

Highly skilled supervision: levels 9-12 (Finance posts) 

14 


‘Vacancies 
(Total time that 
vacancies exist 
using fulltime 
equivalents) 
No. 


‘Vacancies 
(as a proportion of 
total posts in each 
category) 
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Comments on Vacancies 

Al! section 56 and 57 positions were filled in 2012-13 financial year with 4 of 5 
filled by internal staff. 

There were no Section 56 and 57 Managers that resigned or passed on during 
this period hence no labour turnover was of concern and that means the 
organizations is doing everything in its power to retain its empioyees. 


Turn-over Rate 

Details 

Total Appointments as of 
beginning of Financial 
Year 

Terminations during the 
Financial Year 

Turn-over Rate* 


No. 

No. 


Year -2 

3 

39 

0 

Year-1 

2 

25 

0 

YearO 

0 

01 

0 
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HR Policies and Plans 

1 

Name of Policy 

Completed 

% 

Reviewed 

% 

Date adopted by council or 
comment on failure to adopt 

1 

Affirmative Action 




2 

Attraction and Retention 




3 

Code of Conduct for employees 

100 

100 

Not yet adopted 

4 

Delegations, Authorisation & 

Responsibility 

100 

100 

23/07/2008 


Disciplinary Code and Procedures 

100 

100 

Not yet adopted 


Essential Services 


100 


DU 

Employee Assistance / Wellness 


100 



Employment Equity 

100 

100 

06/10/2005 

9 

Exit Management 




10 

Grievance Procedures 



23/07/2008 

in 

HIV/Aids 




m 

Human Resource and Development 




tm 

Information Technology 




mm 

Job Evaluation 




'15 

Leave 



23/07/2008 

16 

Occupational Health and Safety 

100 

100 

23/07/2008 

17 

Official Housing 




18 

Official Journeys 




19 

Official transport to attend Funerals 




20 

Official Working Hours and Overtime 

100 

100 

23/07/2008 

21 

Organisational Rights 




22 

Payroll Deductions 




23 

Performance Management and 

Development 




El 

Recruitment, Selection and Appointments 

100 

100 

23/07/2008 


Remuneration Scales and Allowances 

100 

100 

23/07/2008 

in 

Resettlement 





Sexual Harassment 

100 


23/07/2008 


Skills Development 



13/06/2007 

in 

Smoking 


lE^m 

13/06/2007 

in 

Special Skills 




m 

Work Organisation 




32 

Uniforms and Prolecfive Clothing 




33 

Other: 





Comment on Workforce Policy development 

The organisation have developed a number of policies, refer4.2., research 
with regard to new development in labour laws is being carried out and 
before by the end of 2013-14 financial year, all HR policies will be updated. 
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Number and Cost of Iniuries 

on Duty 



Type of Injury 

Injury Leave 
Taken 

Employees 
using injury 
leave 

Proportion 
employees 
using sick 
leave 

Average 
luxury Leave 
: per 

1 otnployee 

Total 

E$tima||l 

Cost 


Days ' 

:S:cNo- 


% 

Days 

R 

Required basic medical attention only 

12 

2 

0.57 

6 

3 072.96 

Temporary total disablement 

0 

0 

0 

0 

0 

Permanent disablement 

0 

0 

0 

0 

0 

Fatal 

0 

0 

0 

0 

0 

Total 

12 

2 

0.57 

6 

3072.96 


For the above stated financial year, not many injuries on duty were 
experience though one injury is loo many. Only three injuries on duty were 
reported. In our attempt to reduce or minimise injuries on duty the 
organisation revived health and safety committees and planned and 
managed the sitting of safety meeting. We also provided opportunity for staff 
and management to hold safety meetings on a regular basis where health 
and safety challenges are discussed. Sick leave issue have been addressed 
through the tabling of absenteeism report at Middle Management meeting 
and the checking of absenteeism trend was effected by HR. Counselling of 
employees that were abusing sick leave have been done. 


Number of days and Cost of Sick Leave (excluding injuries on duty) 


Salary band 

Total sick 
leave 

Days 

.Proportion 
of sick ' 
leave 
without 
medical 
certification 
% 

Employees 
using sick 
leave 

No, 

Total 

employees 

In post* 

No. 

‘Average 
sick leave 
per 

Employees 

Days 

Estimated 

cost 

R 

Lower skilled (Levels 1-2) 

179 


21 

56 

8.52 

40173.00 

Skilled (Levels 3-5) 



84 

178 

13.92 

324 822.00 

Hiqhly skilled production (levels 6-8) 



36 

19 

12.41 

234 051.00 

Highly skilled supervision (levels 9- 
12) 

406 

0 

237 

54 

10.97 

280 830.00 

Senior management (Levels 13-15) 

38 

0 

5 

13 

3.92 

40173.00 

MM and S57 

41 

0 

4 

5 

8.2 

86 281.00 

Total 






1 006 336.00 
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Skills Development Expenditure 
R 1062 887.60 


:;-Managenient.ievef^ 

Gender 

Employees 
as at the 
beginning 
of the 
..financial 
year 

Original Budget and Actual Expenditure on skills development Year 1 

Learnerships 

Skills 

programmes & 
other short 
courses 

Other forms oLv 
tralnliig 

Total 


Original 

Budget 

Actual 

Original 

Budget 

Actual 

Original 

Budget 

Actual 

Original 

Budget 

Actual , 


Female 


0 

0 

2 

2 

0 

0 

2 

2 

USB 

3 

0 

0 

2 

2 

0 


3 

3 


l9IBi 

8 

0 

0 

3 

3 



HHI 

3 

Male 

29 

0 

0 

6 

6 


0 


6 

Professionals 


11 

5 

5 


1 

0 

0 

6 

6 

w 

6 

0 

0 

4 

4 

0 

0 

4 

4 

Technicians and 
associate 
professionals 


1 

0 

0 


0 

0 


0 

0 


12 

0 

0 

n 

■■ 

0 


16 

16 

Cierks 

ISH 

45 

0 

0 

38 

Hi 

1 


39 

39 

Male 

21 

0 

0 

12 

12 



13 

13 

Service and sales 
workers 

Female 


0 

0 

0 


0 

0 

0 

0 

Male 


0 

0 




0 

0 

0 

Plant and machine 
operators and 
assemblers 

Female 

0 

0 

0 

0 

0 


0 

0 

0 

Male 

31 

0 

0 


0 

0 




Elementary 

occupations 

Female 

53 

0 




0 

0 

0 

0 

Male 

131 

0 



0 


0 

0 


Sub total 

Female 

120 

5 

5 

49 

44 

1 

1 

50 

50 

Male 

233 

0 

0 

40 

20 

1 

1 

42 

42 

Total 


353 

5 

5 

44 

44 

2 

2 

92 

92 


Comment on Skills Development and related expenditure and on the 
Financial Competency Regulations 

Adequacy of training plans 

Trainings planned for personnel development are line with the departmental 
needs concerned and training do equip personnel with required skills to 
effectively perform their duties. 

Training costs have become so expensive from service providers in such an 
extent that training budgets gets exhausted before all training are finalised. 

Training funding Is expected to increase due to the increases by service 
providers. 
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AAFMA competency Regulation 

There is still a challenge of getting all Senior Managers trained in MFMP, 
condonation was granted by Treasury Department, but there is still financial 
challenges that are prohibiting progress in training managers in this 
competency. 

Introduction to Workforce Expenditure 

Only budgeted positions are filled and that reflected in the approved 
Organisational Structure. 

Umtshezi Municipality is cascading Performance Management System to all 
employees. 
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CHAPTER FIVE: FINANCIAL OVERVIEW 


The Municipality had performed relatively well in the 2012/2013 financial year. 
There were no instances of unauthorized expenditure as all expenditure was 
in line with the approved budget including amendments approved by the 
Council. In addition to this, the deficit reported in the 2012 financial year was 
largely reduced and a small surplus for the 2013 financial year was reported. 
The 2013 financial year saw the municipality adopting new standards of 
Generally Recognised Accounting Practice (GRAP) that had come into 
effect from the b* of April 2012. One of the standards that had the biggest 
impact on the financial statements was the implementation of Grap 103 
relating to the accounting or recognition of heritage assets. 

Below is a table that highlights some of the key liquidity ratios for the 2013 
financial year in comparison to prior years. 



2012/2013 

2011/2012 

2010/2011 

2009/2010 

Liquidity Ratio 





Current Ratio 

1.73:1 

1.74:1 

1.89:1 

1.55:1 

Acid Test 

1.70:1 

1.72:1 

1.87:1 

1.54:1 

Solvency Ratio 

8.93:1 

9.79:1 

12.78:1 

16.77:1 

Debt Ratio 

12,61% 

10.21% 

7.83% 

5.96% 


There had been a slight decrease in the current and acid test ratios. The 
electricity items had been included in the municipal stores where in previous 
years it was held separately in the electricity department. The values of the 
items were large resulting in a 171% increase in inventory at the end of the 
financial year. 

The debt ratio had increased as the amount of outstanding creditors at the 
end of the year (R26, 565,044; 2012: R20,415,704) had increased due to the 
increase in the Eskom bill. This bill for the month of June 2013 was received in 
July 2013 and therefore recorded as a payable in the statement of financial 
position. In addition to this, the estimate for the post-retirement medical 
benefit had increased above that which was expected resulting in an 
increase in the liabilities. 
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Below is a table that summarises the income recognized for the 2013 financial 
year: 




Fines 

46,265 

Grants 

65,408,235 

Property Rates 

40,592,072 

Service Charges 

164,559,599 

Rendering of Services 2,128,637 

Rental of facilities 

387,449 

Licences 

4,705,421 

Other 

703,985 

Interest 

2,261,109, 


INCOME FOR THE YEAR 


Rental of licences 



Below is a table that details the income and income for the year including 
comparisons with the budget: 
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Year-1 

YearO 

Description 


Budget 

Adjustments 



Budget-: 

m 

Ooeratina Transfers and Grants 




m 

National Government; 

28,083 

31,944 

31,944 


Equitable share 

25,843 

29,644 

29,644 

27,547 

Municipal Systems improvement 

790 

800 



Department of Water Affairs 

- 




Levy replacement 

Other Iransfers/grants (insert 

- 




description] 

1,450 

1,500 



Provincial Government; 

1,397 

1,134 



Health subsidy 

- 


1.413 

1,413 

Housing 

- 




Ambulance subsidy 

- 




Sports and Recreation 

Other transfers/granls (insert 

- 

- 


- 

description] 

1,397 

1,134 

1,162 

1,162 

District Municipality; 




. 

[inseit descriplion} 





Other grant providers; 



. 

. 

[insert description} 





Total Operating Transfers and Grants 

29.480 

33,078 

34,519 

32,422 
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COMMENT ON OPERATING TRANSFERS AND GRANTS: 

The amount of unspent conditional grants as at 30 June 2013 was R. This 
was made up as tollows: 


Good Governance 

84,547 

84,547 

Small Town Rehabilitation 

7,653,748 

5,591,516 

Neighbourhood Development Grant 

8,508,015 

5,767,953 

INEP 

0 

3,994,575 

Municipal Infrastructure (MIG) 

1,554,137 

1,206,091 

Sports Grants 

525,000 

Q, 


The was a large problem during the year relating to projects funded from 
the conditional grants that required amendments to the original contract 
due to additional work required to be done on the projects. This had 
resulted in many delays in the capital projects resulting in the large 
amount of unspent conditional grants reported at the end of the financial 
year. This matter was resolved in June 2013, by Council applying SI 16 of 
the Municipal Finance Management Act, No. 56 of 2003 to amend the 
contract. It is expected that the projects would continue in the 2014 
financial year without any further delays. 
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ASSET MANAGEMENT 


INTRODUCTION TO ASSET MANAGEMENT 

The asset management unit was in the Finance Department of the 
municipality for the 2013 financial year. It consisted of the Asset Manager 
supported by two interns and a service provider, hChain, who are asset 
management specialists. 

The implementation of the new Grap standard relating to heritage assets 
meant that additional work had to be performed to value these assets. It 
was established that the heritage assets of the municipality were made up 
of the two museums, one based in Estcourt, namely Fort Durnford, and the 
second museum in Weenen. The contents of the museum had to be 
established and the municipality had chosen to apply the transitional 
provisions of accounting for these contents. There were included in the 
Statement of Financial Position in the Annual Financial Statements at 
provisional amounts. 

During the year all assets were verified and it was found that assets with a 
net book value of R39,000 could not be verified. These assets were 
investigated and Council had finally resolved to write off the assets. 

Below is a table that summarises the net book values of the property, 
plant and equipment of the 2013 financial year: 


DETAILS , 

AMOUNT 

Land, buildings and infrastructure 

539,654,607 

Plant and equipment 

1,331,099 

Motor vehicles 

6,499,738 

Office equipment 

2,801,788 

Work in progress 

67,534,271 

Leased assets 

1,506,011 

Landfill site 

120,661 

Total 

619,448,17S 
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Name 


Description 


Asset Type 


Key Staff Involved 


Staff Responsibilities 


Asset Value 


Capital Implications 


Future Purpose of Asset 


Describe Key Issues 


Policies in Place to Manage Asset 


Asset 2+ 


Name 

Description 


Asset Type 


Key Staff Involved 


Staff Responsibilities 


Asset Value 


Capital Implications 


Future Purpose of Asset 


Describe Key Issues 


Policies in Place to Manage Asset 




Name 


Description 


Asset Type 


Key Staff Involved 


Staff Responsibilities 


Asset Value 


Capital Implications 


Future Purpose of Asset 

Describe Key Issues 

Policies in Place to Manage Asset 


REE 


Asset 1 


CAT D6N DOZER 


BULLDOZER 


PLANT / MACHINERY 


RAM 

RAMCHARAN 



Year -3 


Year -2 


Year-1 

1 817 718 


454 174 



USED AT V^ASTE DUMP SITE 


FLEET MANAGEMENT POLICY 


CATERPILLAR 950 GRADER TRUCK 


GRADER 


PLANT / MACHINERY 


PUMELA 
NDLOVU 
SIMON 
NDLOVU 



FLEET MANAGEMENT POLICY 


Asset 3 


MECEDES FIRE TRUCK 



FIRF RESPONSE VEHICLE 



SPFCIAHSFD VEHICLE 

ALFRED PHOSWA 



DRIVING/SUPERVISION 

Year -3 Year -2 

Year -1 

YearO 

i 418 903 

720 515 

578 333 


FIRE RESPONSE 


FLEET MANAGEMENT POLICY 
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Repair and Maintenance Expenditure; Year 0 


■ .R'OOO 


:j 

Original Budget 

Adjustment 

Budget 



Actual 

Budget vatiance 

Repairs and Maintenance Expenditure 

7305000 

8964274 

8884145 

-22% 


The repairs and maintenance budget was well spent for the financial year 
as is seen in the table above. 


Liquidity Ratio 



Year '3 Year *2 Year-1 Current: Year 0 


Liquidity Ratio - Measures the municipality’s ability to pay its bills and is 
calculated by dividing the monetary assets (due within one year ) by the 
municipality’s current liabilities. A higher ratio is better. 
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Year -3 Year -2 Year-I Current; Year 0 


Cost Coverage- it explains how many months expenditure can be 
covered by the cash and other liquid assets available to the Municipality 
excluding utilisation of grants and is calculated 


37 





Annual Report 


Total Outstanding Service Debtors 



Total Outstanding Service Debtors - Measures how much money is still 
owed by the community for water, electricity, waste removal and 
sanitation compared to how much money has been paid for these 
. services, it is calculated by dividing the total outstanding debtors by the 
I total annual revenue. A lower score is better. 
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Debt Coverage 



Debt Coverage- The number of times debt payments can be accomodated 
within Operating revenue (excluding grants) . This in turn represents the ease 
with which debt payments can be accomodated by the municipality 
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Creditors System Efficiency 



Creditor System Efficiency- The proportion of creditors paid within 
terms (i.e. 30 days). This ratio is calculated by outstanding trade 
creditors divided by credit purchases 


Capital Charges to Operating Expenditure 



Capital Charges to Operating Expenditure ratio is calculated by 
dividing the sum of capital interest and principle paid by the total 
operating expenditure 






Annua! Report 


Employee Costs 



Employee cost - Measures what portion of the revenue was spent on 
paying employee costs. It is calculated by dividing the total employee 
cost by the difference between total revenue and capital revenue. 
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Repairs & Maintenance 



Repairs and Maintenance - This represents the propotion of operating 
expenditure spent and is calculated by dividing the total repairs and 
maintenace. 

COMMENT ON FINANCIAL RATIOS: 

Above is a graphical picture of the ratios. 
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SPENDING AGAINST CAPITAL BUDGET 

INTRODUCTION TO SPENDING AGAINST CAPITAL BUDGET 

The spending in terms of the capital budget was slow during year. This 
was mainly due to the fact that there were amendments to contracts for 
capital projects as was mentioned under the grant expenditure 
information above. Below is a table that highlights the expenditure 
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Cash Flow Outcomes 





Year 

Current; Year 0 

Description 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

^,^,;.„Actual“|&:; 

CASH FLOW FROM OPERATING ACTIVITIES 
Receipts 





Ratepayers and other 

203,053 

208,280 

208,280 

212,917 

Government ■ operating 

30,327 

33,078 

34,519 

36,202 

Government - capital 

29,830 

16,709 

33,737 

32,987 

interest 

Payments 

1,729 

264 

264 

2,261 

Suppliers and employees 

(225,358) 

(233,949) 

(236.554) 

(246,795) 

Finance charges 

(953) 

(2,153) 

(2.153) 

(2,596) 

Transfers and Grants 


- 

- 

- 

NET CASH FROM/(USED) OPERATING ACTIVITIES 

IHI 


38,093 

34,976 / 

CASH FLOWS FROM INVESTING ACTIVITIES 
Receipts 





Proceeds on disposal of PPE 

252 



(27,271) 

Decrease (Increase) in non-current debtors 

- 

296 

296 


Decrease (increase) other non-current receivables 

1,552 



352 

Decrease (increase) in non-current investments 
Payments 

(16,746) 


200 

(5.162) 

Capital assets 

(24,537) 


(41,837) 


NET CASH FROM/(USED) INVESTING ACTIVITIES 

(39,479) 



^^Bi 

CASH FLOWS FROM FINANCING ACTIVITIES 
Receipts 

Short term loans 





Borrowing long lerm/refinancing 

Increase (decrease) in consumer deposits 

Payments 

5,040 

7,200 

7,600 


Repayment of borrowing 


(5.200) 

(5,240) 

■^1 

NET CASH FROM/(USED) FINANCING ACTIVITIES 

4,276 




NET INCREASE/ (DECREASE) IN CASH HELD 
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3,425 

316 

(888) 

157 

Cash/cash equivalents at the year begin: 

9,942 

2,271 

13,366 

13,366 

Cash/cash equivalents at the year end: 

13,366 

2,587 

12,478 

13,523 


The cash flow budget for the 2013 financial year was extremely tight. 
There had been a huge decrease in the cash inflow for the year as 
compared to the previous year, however, the cash movement was 
positive. 


Actual Borrowings: Year -2 to Year 0 


R' 000 

Instrument 

Year -2 

Year-1 

YearO 

Municioalitv 




Long-Term Loans 

0 

10538857 

8727956 

Lono-Term Loans Finance Lease Obfiqalion 


181123^ 

1 246 257 
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SUPPLY CHAIN MANAGEMENT 

The municipality has developed its supply chain management poiicy in 
line with supply chain regulations. The policy meets all the requirements 
as stated in the Municipal Finance Management Act, No. 56 of 2003. The 
unit is has a Supply Chain Manager, one vacant Supply Chain Officer post 
and two Supply Chain Clerks. The department also is capacitated by two 
finance interns and is supported by the KwaZulu Natal Provincial Treasury. 

GRAP COMPLIANCE 

GRAP is the acronym for Generally Recognized Accounting Practice and 
it provides the rules by which municipalities are required to maintain their 
financial accounts. Successful GRAP compliance will ensure that 
municipal accounts are comparable and more informative for the 
municipality. It will also ensure that the municipality is more accountable 
to its citizens and other stakeholders. Information on GRAP compliance is 
needed to enable National Treasury to assess the pace of progress and 
consider the implications. 

The municipality has complied in ail material respects with the standards 
of GRAP that are currently effective. 
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OUTSTANDING DEBTORS / ARREAR ACCOUNTS 

There had been a large increase in the amount of outstanding debt as at 
30 June 2013. This is mainly attributed to the fact that the economic 
climate in the Umtshezi area is that some of the major businesses in the 
area are retrenching staff. One company is currently in the process of 
retrenching approximately 186 employees. 

In addition to the above, many of the receipts from some of the other 
businesses were only received after the financial year. This resulted in an 
increase in the outstanding debt. 

It has been subsequently reported that many of the debtors in one of the 
suburbs in the area, are indigent. Many of the debtors that were 
employed at the beginning of the financial year were subsequently 
unemployed and fulfilled the criteria of been classified as indigent on the 
municipal database. The debtors have been included in the provision for 
debt impairment of R34,913,]37 in the annual financial statements. 

Below is a summary of the outstanding debt as at 30 June 2013. 


- 


|:eij,RBENT 

' 30'p^B 



ELECTRICITY 

7 276 582.17 

4 508654.77 

1004 890.31 

403 337.28 

1359 699.81 

REFUSE 

9 568972.17 

319707.56 

216886.10 

241 563.56 

8 790814.95 

SUNDRY 

3 523040.83 

116067.95 

85 897.10 

57 586.07 

3 263 489.71 

RATES 

57 656 123.40 

3 046524.94 

1275536.52 

1315 857.29 

52 018 204.65 

TOTAL 

78024 718.57 

7990955.22 

2 583 210.03 

2 018344.20 

65432 209.12, 


DETAILS 

TOTAL 

CURRlNlfS 





DOMESTIC 

53476 258.13 

2 985733.31 

917090.40 

833 260.84 

48 740 173.58 

GOVT 

9 902 347.99 

419213.43 

268 659.94 

25873.09 

9188601.53 

BUSINESS 

9196240.65 

3959915.44 

887 707.04 

415 817.05 

3 932 801.12 

OTHER 

5449 871.74 

626092.99 

509752.65 

743 393.21 

3570632.89 

TOTAL 

78024 718.51 

7 990955.17 

2583 210.03 

2 018 344.19 

65432 209.12, 
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Council had resolved that temporary staff be employed to go into the 
communities and establish if debtors are indigent. This will assist in 
updating the indigent register and also reduce the amount of debt as 
indigent consumers receive certain rebates and are not billed for rates 
and refuse. It is envisaged that this will assist with the increasing debt 
levels. Also, the economic climate in the area will be monitored and 
various initiatives implemented if necessary. 
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Below Is a table that shows the quarterly expenditure of each grant: 


Name of Grant 

lJul. 2011 to 30 Sep 
2011 

1 Oct. 2011 to 31 
Dec. 2011 

1 Jan. 2012 to 31 
Mar. 2012 

1 Apr. 2012 to 30 
Jun. 2012 


Receipt 

Expenditure 

Receipt 

Expenditure 

Receipt 

Expenditure 

Receipt 

Expenditure 

Conditional 









MIG 

- 9,593,000 

2,457,880 

0.00 

2,567,806 

-917,000 

1,506,041 

RO 

2,772,182 

FMG 

- 1,450,000 

418,622 

0.00 

415,088 

0,00 


RO 

363,292 

NDPG 


1,692,834 

pmmi 

1,293,016 

-5,600,000 


RO 

1,024,299 

MAP 


0.00 


0.00 

0.00 



0.00 

INEP 



mmmi 

0.00 



RO 

0.00 

GOOD GOVERNANCE 




0.00 


0.00 

RO 

0.00 

STR 

0,00 


6,220,000 

0,00 

1,000,000 

392,554 

0.00 

1,235,930 

TOTAL 

Hmii 


■■M 





5,395,703 










UNCONDITIONAL 









HEALTH 

RO 

RO 

RO 

RO 

-1.950,062 

1,950,062 

RO 

RO 

EQUITABLE SHARE 

10,768,000 

10,768,000 

15,059,000 

15,059,000 

0,00 

0.00 

RO 

RO 

MUSEUM 

RO 

RO 

-250,000 

250,000 

RO 

RO 

RO 

RO 

PROVINCIALISATION 
OF LIBRARIES 

851,597 

851,597 

0.00 

0,00 

RO 

RO 

RO 

RO 

COMMUNITY 
LIBRARY SERVICE 

85,000 

85,000 

0.0 0 

0.00 

RO 

RO 

RO 

RO 

MSIG 

790,000 

790,000 

RO 

RO 

RO 

RO 

RO 

RO 

KWEZI DEV 
UPGRADING 

RO 

RO 

RO 

RO 

RO 

RO 

RO 

RO 

TOTAL 

12,494,597 

12,494,597 

15,309,000 

15,309,000 

-R 

1,950,062 

1,950,062 

RO 

RO 

GRAND TOTAL 
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SALARIES AND WAGES 

The uMtshezi Municipality currently employs 293 permanent employees 
and has 69 contract employees. There are also 1 7 councillors. Below is a 
summary of the salaries and wages payments for the year ended 30 June 
2013: 


ANNUAL BONUS 

HOUSING SUBSIDY 

POST EMPLOYMENT BENEFIT 

LEAVE PAY PROVISION 

SKILLS DEVELOPMENT LEVIES 

OTHER ALLOWANCES 

REDEMPTION OF LEAVE 

SALARIES & WAGES 

STANDBY & OVERTIME 

VEHICLE ALLOWANCE 

3,473,056 

306,451 

1,313,000 

791,598 

464,779 

658,376 

228,976 

37,277,234 

1,957,271 

1,391,241 

GROUP LIFE INSURANCE GENERAL 

INDUSTRIAL COUNCIL LEVY 

INSURANCE UNEMPLOYMENT 

PENSION FUNDS 

239,997 

15,643 

345,848 

5,179,615 

SUB- TOTAL SALARIES AND WAGES 

56,390,941 


REMUNERATION OF COUNCILLORS 


CELL PHONE ALLOWANCE 

PENSION CONTRIBUTIONS - COUNCILLORS 
SALARIES - MEMBERS 

TRAVEL ALLOWANCE 

215,606 

387,143 

2,720,447 

1,036,380 

SUB- TOTAL COUNCILLORS REMUNERATION 

4,359,576 

TOTAL EMPLOYEE/COUNCILLORS RELATED 
COSTS 

60,750,517 
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Disclosures Concerning Councillors, Directors and 
Seniors Officials 

for the period 1 July2012to30 June 2013 
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CONCLUSION 

The Financial Performance of the Municipality has been favourable for the 
current financial year. Working closely with the community, council, 
management, internal audit, the audit committee and the external auditors, 
we will improve greatly and overcome many of the challenges. 
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PROGRAMMES THAT WERE HELD DURING THE YEAR 


MANDELA DAY 
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AUDIT COMMITTEE REPORT 



We are pleased to present our report for the financial year ended 30 June 2013 

Audit committee members and attendance 

The audit committee consists of the members listed hereunder and are required to 
meet at least 4 times per year as per the approved terms of reference in its Audit 
Committee Charter .Six meetings v^ere held relating to the 2012/13 financial year 
wherein both Financial and Performance matters were discussed [a combined audit 
committee] 

Name of member Number of meetings attended 

Mr LB Van Der Merwe (Chairperson) 6 

Mr C Rautenbach 6 

Mr Z Zulu 5 

Audit committee responsibility 

The audit committee reports that it has complied with its responsibilities arising from 
section 166(2) of the MFMA. 

The audit committee reports that it has adopted appropriate formal terms of 
reference as its audit committee charter, has regulated its affairs In compliance with 
this charter and has discharged its responsibilities as contained therein. 

The effectiveness of internal control 

The system of internal controls applied by the municipality over financial and risk 
management is generally effective, efficient and transparent. In line with the MFMA and the 
King III Report on Corporate Governance requirements, internal Audit provides the audit 
committee and management with assurance that the internal controls are appropriate and 
effective. This is achieved by means of the risk management process, as well as the 
identification of corrective actions and suggested enhancements to the controls and 
processes. From the various reports of the Internal Auditors, the Audit Report on the annual 
financial statements, and the management report of the Auditor^General, the 
undermentioned matters were reported and indicate deficiencies in the system of internal 
control and deviations therefrom. Accordingly, we report that these matters require urgent 
attention of management and Council, all of which should be Included in our Action Plan for 
follow up by 31 January 201 4 and monthly thereafter. 

1 .Internal Control Systems which require to be enhanced and adequately documented 

Approved and contracted capita! commitments at 31 December 2013 and 30 June 2014. 

Approved and not yet contracted capital commitments at 31 December 2013 and 30June 
2014. 

Accruals at 31 December 2013 and 30June 2014. 

Irregular expenditure —continuous identification .recording ,fuil disclosure and appropriate 
resolution by Council , 
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31 December 2013 and 30June2014. 

2 Underspending of Grant and Budgeted Capita! Expenditure. 

Accurate reports should be submitted to portfolio and Council on a more regular basis and 
where needed interventions should be enacted in order to ensure that officials do spend all 
such Council budgeted expenditures by each year end. 

3 Compliance with Laws and Regulations. 

A more detailed compliance checklist needs to be developed and signed /confirmed by 
each senior manager and the MM at month ends .especially in regard to all SCM aspects of 

compliance. 

4 The Audit Committee further recommends that a comprehensive working papers file and 
half year financial statements and performance report be prepared as at 31 Decernber 2013 
sublected to Internal Audit and tabled at the Committee and Council before 28 f^ebruary 
201 i before being forwarded to the Office of the AG .thereafter .This process should help to 
ensure that repeat findings will not be detected at year end 30 June 2014 and also ensure 
that audit outcomes will be improved upon. 

The audit committee is satisfied with the content of the required monthly and quarterly 
reports prepared and tabled by the officials of the municipality during the year under 
review. 

Evaluation of annual financial statements 

The audit committee has: ^ .... * i u 

□ reviewed and discussed the audited annual financial statements to be 

included In the annual report, with the Auditor-General and the 
management; 

□ reviewed changes In accounting policies and practices; 

□ reviewed the municipality’s compliance with legal and regulatory provisions; 
n reviewed adjustments resulting from the audit. 

The audit committee concur with and accept the Auditor-General's report on the 
annual financial statements, and are of the opinion that the audited annual 
financial statements should be accepted and read together with the report of the 
Auditor-General. 

Internal audit 

The audit committee is satisfied that the internal audit function is operating 
effectively,however recommends that a more comprehensive review of the working 
papers file and ail financial disclosures be undertaken with regard to the half year 
interim financial statements as at 31 December 2013 and at year end 30 June 
201 4, in good time before these statements are required to be tabled at the Audit 
Committee and Council ,before being forwarded to the Office of the AG as 
required. 
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Auditor-General 

The audit committee has met with the Auditor-General during the course of their 
audit as is required by our Charter. 


B VAN DER MERWE 

Chairperson of the Audit Committee 

Date 10 December 2013. 
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INTRODUCTION 


Performance Management is a process which measures the implementation 
of the organisation’s strategy. It is also a tool to plan, monitor, measure and 
ceview the performance of indicators to ensure efficiency, effectiveness and 
impact of service delivery by the Municipality. 

The Performance Management Systems translates the Municipality’s vision, 
mission and IDP into clear measurable outcomes, indicators and 
performance levels that define successes that are shared by the 
Municipality’s customers and stakeholders. 

An effective performance management system will also contribute to the 
effective implementation of plans and programmes. 


ORGANISATIONAL PERFORMANCE MANAGEMENT SYSTEM 


• Umtshezi Municipality has developed a performance management 
system based on the provisions contained in the Local Government: 
Municipal Systems Act, 2000 (Act No. 32 of 2000) and the Local 
Government: Municipal Planning and Performance Management 
Regulations, 2001. 

• Council has set targets, monitored and reviewed the performance of 
Umtshezi Municipality, based on the indicators linked to the Integrated 
Development Plan (IDP). 

• The community was involved when the IDP and Scorecard was being 
developed. 

• The Performance Management System contains the National Key 
Performance Indicators prescribed by COGTA. 

• A Performance management System is also intended to assist the 
Council to improve service delivery by channeling its resources to meet 
performance targets and in doing so, ensure that the Municipality 
achieves its strategic objectives, as contained in its IDP. 

• A performance management system should fulfill the following 
objectives: 

> Facilitate increased accountability; 

> Facilitate learning and improvement: 

> Provide early warning signs; and 

> Facilitate decision making. 
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BACKGROUND TO PERFORMANCE MANAGEMENT IN UMTSHEZI 

MUNICIPALITY 


The Local Government: Municipal Systems Act, 2000 requires that all 
Municipalities: 

> Develop a Performance Management System, 

> Involve the community In the development, implementation and 
review of the Municipality's performance management system. 

> Set targets and monitor and review performance based on 
indicators linked to the IDP. 

> Prepare an annual performance report on the performance of 
the Municipality which must also be Included in the annual report 
of the Municipality In terms of the provisions of section 1 21 .(3)(c) 
of the Local Government: Municipal Finance Management Act, 
2003 (Act No. 56 of 2003), 

> Submit the annual performance report to the Auditor-General for 
auditing. 

Performance Management has been implemented in Umtshezi 
Municipality and has been progressing well thus far. 

Budget and IDP roadshows were held in April/ May 2012 to obtain 
inputs and comments from the local communities which were very 
successful. These comments and inputs were then incorporated Into 
the IDP and on organizational scorecard was then developed. 

Umtshezi Municipality has received two clean audit awards for the 
2010/201 1 and 201 1/2012 financial years. In lieu of this, Umtshezi 
Municipality was one of the Municipalities that were chosen by KZN 
COGTA to pilot a web-based performance management system, 
which was coordinated by an outside service provider through KZN 
COGTA. 

This envisaged system is an online web-based system that will allow end 
users in the Municipality and COGTA to plan, report, review and 
evaluate performance targets and outcomes. 
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THE CYCLE OF THE PERFORMANCE MANAGEMENT SYSTEM 


a) Performance Planning - This is the stage where Key Performance Areas 
and Key Performance indicators are aligned to the IDP and when targets 
are set. 

b) Performance Measuring and Monitoring - This is an on-going process to 
determine whether performance targets are being met, exceeded or not 
met, and whether corrective action plans are needed. 

c) Performance Evaluation - Analyses may be undertaken why there has 
been underperformance, or what the factors were, that contributed 
towards good performance in a particular area. Evidence to support the 
status is also reviewed at this stage. 

d) Performance Reporting - This entails reporting quarterly to Management, 
the Performance Audit Committee, and twice a year to Council and the 
Public. 

e) Performance Review/ Auditing - This involves verifying that the 
measurement mechanisms are accurate, that evidence supports 
reported performance and that proper procedures are followed to 
evaluate and improve performance. 



Performance 

Reoortina 


Performance 

Evaluation 
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ALIGNMENT OF THE IDP, SDBIP AND PMS 


As per the requirements of the Municipal Systems Act, the tDP, SDBIP 
and the PMS must be aligned. 

Key performance objectives/indicators in terms of the tDP, was 
incorporated into the organizational PMS by developing applicable 
indicators for measuring of performance and setting of targets for the 
201 2/201 3 financial year. 

The following figure illustrates the link between the IDP, Budget and 
PMS. 
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SERVICE PROVIDERS 


To address the requirements of section 46.(1) (a) of the Local Government: 
Municipal Systems Act, 2000 (Act No. 32 of 2000), the Municipality has 
reported on service providers performance on those projects where they 
contributed to the strategic objectives of the municipality, and are included 
in the organisational scorecard for 2012/2013, 

The performance of all service providers are also dealf with in terms of the 
provisions of section 1 16 of the Locai Government: Municipal Finance 
Management Act, 2003 (Act No. 53 of 2003). 
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CONCLUSION 


It has been a learning process for Umtshezi Municipality in the 
development and implementation of the Performance Management 
System. Through sheer dedication, commitment and hard work we 
have achieved most of our goals, which has enhanced service 
delivery. 

By raising the bar on the performance management system for the 
2013/2014 financial year, Umtshezi Municipality will eventually fulfil! its 
vision "By 2016, Umtshezi Municipality will be a champion of sustainable 
growth with an aim of building better communities”. 


PN NJOKO 

MUNICIPAL MANAGER 
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REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL PROVINCIAL 
LEGISLATURE AND COUNCIL ON UMTSHEZl MUNICIPALITY 


REPORT ON THE FINANCIAL STATEMENTS 
Introduction 

1 . I have audited the financial statements of the Umtshezi Municipality set out on pages . . . 
to which comprise, the statement of financial position as at 30 June 2013, the 
statement of financial performance, statement of changes in net assets and the cash flow 
statement for the year then ended, and the notes, comprising a summary of significant 
accounting policies and other explanatory information. 


Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of the 
financial statements in accordance with the South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
Municipal Finance Management Act of South Africa, 2003 (Act No. 66 of 2003) (MFMA) and 
Division of Revenue Act of South Africa, 2012 (Act No. 5 of 2012) (DoRA), and for such 
internal control as the accounting officer determines is necessary to enable the 
preparation of financial statements that are free from material misstatement, whether due 

to fraud or error. 


Auditor-general’s responsibility 

3. My responsibility is to express an opinion on the financial statements based on my audit. 

I conducted my audit in accordance with the Public Audit Act of South Africa, 2004 (Act 
No. 25 of 2004) (PAA), the general notice issued in terms thereof and International 
Standards on Auditing. Those standards require that i comply with ethical requirements 
and plan and perforin the audit to obtain reasonable assurance about whether the 
financial statements are free from materia! misstatement. 

4 An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor s 
judgement, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the municipality’s preparation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, 
but not for the purpose of expressing an opinion on the effectiveness of the municipality s 
interna! control. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as 
well as evaluating the overall presentation of the financial statements. 

5. ! believe that the audit evidence i have obtained is sufficient and appropriate to piovide a 
basis for my qualified audit opinion. 
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Basis for qualified opinion 
Commitments 

6. The municipality did not have adequate systems in place to record all capital 
commitments. I was unable to obtain sufficient appropriate audit evidence for the 
amounts disclosed as capital commitments in note 39 to the financial statements and 1 
could not confirm the disclosure by alternative means. Consequently, I was unable to 
determine whether any further adjustments to the approved and contracted capital 
commitments stated at R39.56 million and approved and not yet contract capital 
commitments stated as R80,69 million in the financial statements were and are 
necessary. 


Liabilities 

7. ! was unable to obtain sufficient appropriate audit evidence that management has 
properly accounted for all accruals for the current year. I was unable to confirm the 
accruals by alternative means. Consequently. 1 was unable to determine whether any 
adjustment to accruals stated at R29,22 million in note 16 to the financial statements was 

necessai 7 . 


Irregular expenditure 

8 The municipality did not have adequate systems in place to maintain records of 
payments made in contravention of the supply chain management regulations, I was 
unable to obtain sufficient appropriate audit evidence that management has properly 
accounted for all irregular expenditure for the current year. I was unable to confirm the 
irregular expenditure by alternative means. Consequently, I was unable to determine 
whether any adjustments to irregular expenditure stated at R12,80 million in note 46 to 
the financial statements were and are necessary. 


Opinion 

9. In my opinion, except for the possible effects of the matters described in the Basis for 
qualified opinion paragraph, the financial statements present fairly, in ail material 
respects, the financial position of the Umtshezi Municipality as at 30 June 2013 and its 
financial performance and cash flows for the year then ended, in accordance with the SA 
Standards of GRAP and the requirements of the MFMA and DoRA. 


Emphasis of matters 

10. 1 draw attention to the matters below. My opinion is not modified in respect of these 
matters. 

Significant uncertainties 

1 1 . As disclosed in note 40 to the financial statements, litigation is in the process against the 
municipality relating to an incident where an officer, in the discharge of his duties, shot a 
street vendor. The plaintiff is seeking damages to the amount of R300 000 in respect of 
pain, suffering and discomfort. The outcome of this matter was not certain at the 
reporting date. 
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12. As disclosed in note 40 to the financial statements, the municipality is also defending a 
matter against a construction company for the amount of R2,76 million. This company 
interdicted the municipality from advertising certain developments that they believe were 
awarded irregularly, whilst the municipality is of the opinion that this company was in 
breach of its contract. The outcome of this matter was not certain at the reporting date. 


Restatement of corresponding figures 

13. As disclosed in note 42 to the financial statements, the corresponding figures for 30 June 
201 2 have been restated as a result of an error discovered during 2012-201 3 in the 
financial statements of the municipality at, and for the year ended, 30 June 201 2. 

n/laterial underspending of grants 

14. As disclosed in the statement of comparison of budget and actual amounts, the 
municipality has materially underspent its budget on government grants and subsidies by 
R7,61 million. As a consequence, the municipality has not achieved its planned targets 
as per the approved service delivery and budget implementation plan. 


IVlaterial losses 

15. As disclosed in note 52 to the financial statements, the municipality incurred material 
electricity distribution losses of 16,37 million kilowatt hours during the year. 


(Vlaterial Impairment 

16 As disclosed in note 1 1 to the financial statements, the municipality provided for an 
impairment allowance of R34.91 million on consumer debtors, as the recoverability of 
these amounts were considered doubtful. 


Going concern 

17. As disclosed in note 44 to the financial statements the municipality’s financial statements 
reflect Indicators of a going concern risk as the unspent grants and liabilities were not 
cash backed by investments as well as cash and cash equivalents. Moreover, the 
municipality has impaired 44.9% of its debtors. 


Additional matter 

18. 1 draw attention to the matter below. My opinion is not modified in respect of this matter. 
Unaudited supplementary schedules 

19 The supplementary information set out on pages ... to ... do not form part of the financial 
statements and is presented as additional information. I have not audited these 
schedules and, accordingly, I do not express an opinion thereon. 
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

20. In accordance with the PAA and the general notice issued in terms thereof, 1 report the 
following findings relevant to performance against predetermined objectives, compliance 
with laws and regulations and internal control, but not for the purpose of expressing an 
opinion. 


Predetermined objectives . 

21 . I performed procedures to obtain evidence about the usefulness and reliability of the 
information in the annual performance report as set out on pages ... to ... of the annual 
report. 

22. The reported performance against predetermined objectives was evaluated against the 
overall criteria of usefulness and reliability. The usefulness of information in the annua! 
performance report relates to whether it is presented in accordance with the National 
Treasury’s annual reporting principles and whether the reported performance is 
consistent with the planned objectives. The usefulness of information further relates to 
whether indicators and targets are measurable (i.e. well defined, verifiable, specific, 
measurable and time bound) and relevant as required by the National Treasury 
Framework for managing programme performance infonnation (FMPPiy 

The reliability of the information in respect of the selected programmes is assessed to 
determine whether it adequately reflects the facts (i.e. whether it is valid, accurate and 
complete). 

23. There were no material findings on the annual performance report concerning the 
usefulness and reliability of the infonnation. 


Additional matter 

24. Although no material findings concerning the usefulness and reliability of the 
performance information were identified in the annua! performance report, I draw 
attention to tlie following matter below. 


Achievement of planned targets 

25. Of the total number of forty-two (42) targets planned for the year under review, ten (10) of 
the targets were not achieved. This represents 24% of total planned targets that were not 
achieved for the year. This was mainly due to inadequate monitoring of targets and 
suppliers as well as inadequate funding. 


Compliance with laws and regulatio_ns 

26 I performed procedures to obtain evidence that the municipality has complied with 
applicable laws and regulations regarding financial matters, financial management and 
other related matters. My findings on material non-compliance with specific matters in 
key applicable laws and regulations as set out in the general notice issued in terms of the 
PAA are as follows: 
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Procurement and contract management 

27. Goods and services with a transaction value .below R200 000 were procured without 
obtaining the required written price quotations, as required by regulations 17(a) and 17 (g) 
of the Municipal Supply Chain Management Regulations (MSCM). 

28. Goods and services of a transaction value above R200 000 were procured without 
inviting competitive bids, as required by regulations 19(a) and 36(1) of the MSCM. 

29. Sufficient appropriate audit evidence could not be obtained that quotations were awarded 
to suppliers whose tax matters have been declared to be in order, as required by 
regulation 43 of the MSCM. 

30. The preference point system was not always applied in the procurement of goods and 
services above R30 000, as required by section 2(a) of the Preferential Procurement 
Policy Framework, 2000 (Act No. 5 of 2000). 


Annual financial statements 

31. The financial statements submitted for auditing were not prepared in all material respects 
in accordance with the requirements of section 122(1) of the MFMA. Material 
misstatements identified by the auditors were not adequately corrected and were not 
supported by full and proper records, which resulted in the financial statements receiving 

a qualified opinion. 


Expenditure management 

32. Reasonable steps were not taken to prevent irregular expenditure, as required by section 
’62(1)(d) of the MFMA. 


Internal control 

33, ! considered internal control relevant to my audit of the financial statements, annual 
performance report and compliance with laws and regulations. The matters reported 
below under the fundamentals of internal control are limited to the significant deficiencies 
that resulted in the basis for qualified opinion, the findings on the annual performance 
report and the findings on compliance with laws and regulations included in this report. 

Leadership 

34 accounting officer did not exercise effective oversight responsibility regarding 
financial reporting and compliance with procurement and expenditure management as 
well as interna! control. 

Financial management 

35. Management has not implemented adequate controls over the preparation the 
financial statements to ensure that it complies with the required accounting standards. 
Adequate review and monitoring over supply chain management was not undertaken. 


5 



OTHER REPORTS 
Investigations in progress 


36. The South African Police Services is investigating a banking fraud case perpetrated 
against the municipality during June 2013. The matter is also being investigated by the 
forensic divisions of two banks and certain monies have been refunded by ABSA bank to 
the municipality. 

37. The Department of Human Settlements has initiated a forensic investigation into the 
upgrade Khwezi Hostel. The project is currently on hold pending the outcome of the 
investigation. 


Pietermaritzburg 
29 November 2013 



A Lf D { 'f O r< - O E N E O A I. 
SOUTH AFRtCA 

Aoditing to build public confidence 
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Irregular expenditure of R12.8 million will be “1 December xUid iviunic 
dealt as per the Council Resolution taken in 
this regard. 
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Material impairment of debtors strategies to maximise revenue 
opportunities. 
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Umtshezi Municipality 

Annual Financial Statements for the year ended 30 June 2013 


statement of Financial Position as at 30 June 2013 



Note(s) 

2013 

R 

2012 

Restated 

R 

Assets 




Current Assets 

Inventories 

Loans and receivables 

Other receivables from exchange transactions 

VAT receivable from exchange transactions 

Consumer debtors from exchange transactions 
investments 

Cash and cash equivalents 

7 

8 

9 

10 

11 

12 

13 

1 487 716 
554 641 
297 481 

13 290111 

43 111 582 

27 502 994 

13 523 473 

549 719 
184 402 

1 339 845 

11 493 139 

36 234 895 

22 347 042 

1 3 366 409 


99 767 998 

85 515 451 

Non-Current Assets 

Property, plant and equipment 

Intangible assets 

Heritage assets 

Loans and receivables 

Investments 

4 

5 

6 

8 

12 

621 290 092 
438 434 

8 244 763 

103 037 

623 723 649 
185 775 

8 244 763 
722 098 

96 520 


630 076 326 

632 972 805 

Non-current assets held for sale and assets of disposal groups 

Non-Current Assets 

Current Assets 

Non-current assets held for sale (and) (assets of disposal groups) 

Total Assets 

Liabilities 

14 

- 

1 228 071 


630 076 326 
99 767 998 

729 844 324 

632 972 805 
85 515 451 

1 228 071 
719 716 327 




Current Liabilities 

Finance lease obligation 

Payables from exchange transactions 

Consumer deposits 

Retirement benefit obligation 

Unspent conditional grants and receipts 

Provisions 

Current portion of long term loan 

15 

16 

17 

18 

19 

20 

21 

534 065 
29 224 232 

2 844 579 
981 000 
16 840 549 

7 248 546 
929 782 

833 133 
19 415 705 

2 620 285 
960 000 
16 044 682 

7 537 796 
991 847 


58 602 753 

48 403 448 

Non-Current Liabilities 

Finance lease obligation 

Retirement benefit obligation 

Long term loan 

15 

18 

21 

1 246 257 
14 141 000 

8 727 956 

1 811 239 

1 1 641 000 
10 538 857 


24 115 213 

23 991 096 

Non-Current Liabilities 

Current Liabilities 

Liabilities of disposal groups 

Total Liabilities 

Assets 

Liabilities 

Net Assets 


24 115213 
58 602 753 

82 717 966 

23 991 096 
48 403 448 

72 394 544 


729 844 324 
(82 717 966) 
647126 358 

719 716 327 
(72 394 544) 
647 321 783 
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Umtshezi Municipality 

Annual Financial Statements for the year ended 30 June 2013 

Statement of Financial Position as at 30 June 2013 


2013 2012 

Note(s) R R 


Net Assets 

Housing operating account 
Accumulated surplus 
Total Net Assets 


22 1 096 260 1 095 260 

646 031 098 646 226 523 

647 126 358 647 321 78^ 
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Umtshezi Municipality 

Annual Financial Statements for the year ended 30 June 2013 

Statement of Financial Performance 


Revenue 

Service charges from exchange transactions 

Rendering of services from exchange transactions 

Rental of facilities and equipment from exchange transactions 

Licences and permits from exchange transactions 

Administration and management fees received from exchange transactions 

Fees earned from exchange transactions 

Other income from exchange transactions 

Interest received from exchange transactions 

Property rates from non-exchange transactions 

Property rates - penalties imposed from non-exchange transactions 

Government grants & subsidies from non-exchange transactions 

Fines from non-exchange transactions 

Total revenue 

Expenditure 

Personnel 

Remuneration of councillors 

Depreciation and amortisation 

Impairment loss/ Reversal of impairments 

Finance costs 

Debt impairment 

Repairs and maintenance 

Bulk purchases 

Grants and subsidies paid 

General Expenses 

Total expenditure 

Total revenue 
Total expenditure 
Operating surplus {deficit) 

Loss on disposal of assets and liabilities 

Deficit before taxation 
Taxation 

Deficit for the year 


2013 2012 

Restated 


Note(s) 

R 

R 

25 

163 354 770 

147 416 913 


2 128 637 

2 668 265 

24 

387 449 

435 367 


4 705 421 

4 686 611 


2 200 

3 320 


29 780 

58 842 


672 005 

868 288 


2 261 109 

1 729 259 

24 

38 105 895 

35 130 822 


5 597 986 

5 262 311 

26 

66 893 132 

46 505 370 


46 265 

196 025 


284184 649 

244 951 393 

28 

(62 101 321) 

(56 390 941) 

29 

(4 601 212) 

(4 359 676) 

32 

(31 515 003) 

(32 107 797) 

33 

(3166) 

(62 457) 

34 

(813 858) 

(953 445) 

30 

(6 456 781) 

(12 882 000) 


(8 961 317) 

(7 955 152) 

37 

(129 226 766) 

(113 864 608) 


(1 165 000) 

(1 940 582) 

27 

(38 813 035) 

(24 954111) 


(283 657 449) 

(255 470 569) 


284 184 649 

244 951 393 


(283 657 449) 

(255 470 569) 


527 200 

(10 519 176) 


(844 768) 

(2 161) 


(317 568) 

(10 521 337) 


(317 568) 

(10 621 337) 
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Umtshezi Municipality 

Annual Financial Slatemenls for the year ended 30 June 2013 

Statement of Changes in Net Assets 



Housing 

operating 

account 

R 

Accumulated 

surplus 

R 

Total net 
assets 

R 

Balance at 01 July 2011 

1 095 260 

655 266 648 

656 361 908 

Changes in net assets 

Prior period errors 

. 

(1 136 764) 

(1 136 764) 

Fair value additions to assets previously written off 

- 

365 887 

3b0 00/ 

Net Income (losses) recognised directly In net assets 

- 

(770 877) 

(770 877) 

Surplus / (Deficit) for the year 

- 

(10 521 337) 

(10 521 337) 

Total recognised income and expenses for the year 

- 

(11 292 214) 

(11 292 214) 

Total changes 

- 

(11 292 214) 

(11 292 214) 

Opening balance as previously reported 

1 095 260 

642 974 435 

644 069 695 

Adjustments 

Change in accounting policy 

. 

2 252 089 

2 252 089 

Prior year errors 

- 

999 999 

999 999 

Balance at 01 July 2012 as restated 

1 095 260 

646 226 523 

647 321 783 

Changes in net assets 

Prior period adjustments 

. 

(19 705) 

(19 705) 

Fair market value additions 

- 

141 848 

141 848 

Net income (losses) recognised directly in net assets 

- 

122 143 

122143 

Surplus / (Deficit) for the year 

- 

(317 568) 

(317 568) 

Total recognised Income and expenses for the year 

• 

(195 425) 

(195 425) 

Total changes 

- 

(195 425) 

(195 425) 

Balance at 30 June 2013 

1 095 260 

646 031 098 

647 126 358 


Note(s) 22 
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Umtshezi Municipality 

Annual Financial Statements for the year ended 30 June 2013 

Cash Flow Statement 


Cash flows from operating activities 
Receipts 

Receipts from customers 
Grants 

Interest income 
Other receipts 


Payments 
Personnel costs 
Suppliers 
Finance costs 


Total receipts 
Total payments 

Net cash flows from operating activities 

Cash flows from investing activities 

Purchase of property, plant and equipment 

Proceeds from sale of property, plant and equipment 

Purchase of other intangible assets 

Increase in financial investments 

Decrease / (Increase) in loans and receivables 

Net cash flows from Investing activities 

Cash flows from financing activities 

Movement in long terni loan 
Finance lease payments 

Net cash flows from financing activities 


Net Increase/fdecrease) in cash and cash equivalents 
Cash and cash equivalents at the beginning of the year 

Cash and cash equivalents at the end of the year 


Note(s) 


38 


4 

4 

5 


2013 

2012 

R 

R 


211 140 742 

203 052 556 

69 189 000 

60157 272 

2 261 109 

1 729 259 

1 775 815 

930 450 

284 366 666 

265 869 537 

(62 101 321) 

(56 390 941) 

(184 633 427) 

(169 898 025) 

(813 858) 

(953 444) 

(247 548 606) 

(227 242 410) 


284 366 666 265 869 537 

(247 548 606) (227 242 410) 
36 818 060 38 627 127 


(29 874 920) 

(24 458 615) 

1 071 830 

251 842 

(310 280) 

(78 140) 

(5 162 469) 

(16 746 326) 

351 859 

1 552 463 

(33 923 980) 

(39 478 776) 


(1 872 966) 

5 039 861 

(864 050) 

(764 127) 

(2 737 016) 

4 275 734 

157 064 

3 424 085 

13 366 409 

9 942 324 

13 523 473 

13 366 409 
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Umtshezi Municipality 

Annual Financial Statements for the year ended 30 June 2013 


Statement of Comparison of Budget and Actual Amounts 


Budqet on Accrual Basis 


Approved 

budget 

Adjustments 

Final Budget Actual amounts Difference 
on comparable between finai 
basis budget and 

actual 

Note 


R 

R 

R R R 



statement of Financial Performance 
Revenue 


Revenue from exchange 


transactions 

Service charges 

Rendering of services 

Rental of facilities and equipment 
Licences and permits 
Administration and management 
fees received 

Fees earned 

Other income 

Interest received - Investment 

172 328194 

1 717 041 
177 305 

4 818 062 

1 865 

7 771 
404 593 
264 040 

(2 443 328) 
869 493 

45 000 

70 000 

15 000 
(15 000) 

169 884 866 

2 586 534 
222 305 

4 888 062 

1 865 

22 771 
389 593 
264 040 

163 354 770 

2 128 637 
387 449 

4 705 421 

2 200 

29 780 
672 005 

2 261 109 

(6 530 096) 
(457 897) 
165144 
(182 641) 

335 

7 009 

282 412 

1 997 069 

50 

50 

50 

Total revenue from exchange 
transactions 

179 718 871 

(1 458 835) 

178 260 036 

173 541 371 

(4 718 665) 


Revenue from non-exchange 
transactions 







Taxation revenue 

Property rates 

Property rates - penalties 

62 049 937 

5 789 000 

(11 000 000) 

41 049 937 

5 789 000 

38 105 895 

5 597 986 

(2 944 042) 
(191 014) 

50 

imposed 

Government grants & subsidies 

61 028 000 

13 480 000 

74 508 000 

66 893132 

(7 614 868) 

50 

Transfer revenue 

Fines 

301 576 


301 576 

46 265 

(255 311) 


Total revenue from non- 
exchange transactions 

119 168 513 

2 480 000 

121 648 513 

110 643 278 

(11 005 235) 


Total revenue from exchange 
transactions' 

'Total revenue from non- 
exchange transactions' 

Total revenue 

179 718 871 

119 168 513 

298 887 384 

(1 458 835) 

2 480 000 

1 021 165 

178 260 036 

121 648 513 

299 908 549 

173 541 371 

110 643 278 

284 184 649 

(4 718 665) 

(11 005 235) 

(15 723 900) 


Expenditure 

Personnel 

Remuneration of councillors 
Depreciation and amortisation 
Impairment loss/ Reversal of 
impairments 

Finance costs 

Debt impairment 

Repairs and maintenance 

Bulk purchases 

Grants and subsidies paid 
General Expenses 

(60 077 521) 
(4 926 033) 
(35 000 000) 

(2152 500) 
(10 000 000) 
(7 305 000) 
(132 315 000) 
(22 669 000) 
(27 815 397) 

(2 305 245) 
218 800 

(1 000 000) 
(585 000) 
(1 659 274) 
3 085 196 
17 967 000 
(9 812 419) 

(62 382 766) 
(4 707 233) 
(35 000 000) 

(3 152 500) 
(10 585 000) 
(8 964 274) 
(129 229 804) 
(4 702 000) 
(37 627 816) 

(62 101 321) 
(4 601 212) 
(31 515 003) 
(3 166) 

(813 858) 
(6 456 781) 
(8 961 317) 
(129 226 756) 
(1 165 000) 
(38 813 035) 

281 445 

106 021 

3 484 997 

(3166) 

2 338 642 

4 128 219 

2 957 

3 048 

3 537 000 
(1 185 219) 

50 

50 

50 

Total expenditure 

(302 260 451) 

5 909 058 

(296 351 393) (283 657 449) 

12 693 944 



298 887 384 

1 021 165 

299 908 549 

284 184 649 

(15 723 900) 
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Umtshezi Municipality 

Annual Financial Statements for the year ended 30 June 2013 


Statement of Comparison of Budget and Actual Amounts 


Budget on Accrual Basis 


Approved 

budget 

Adjustments 

Final Budget Actual amounts Difference 
on comparable between final 
basis budget and 

actual 

Note 


R 

R 

R R R 



Operating surplus 

Loss on disposal of assets and 
liabilities 

(302 260 451) 

(3 373 067) 

5 909 058 

6 930 223 

(296 351 393) (283 657 449) 

3 557 156 527 200 

(844 768) 

12 693 944 
(3 029 956) 

(844 768) 


(3 373 067) 

6 930 223 

3 557 156 

527 200 

(3 029 956) 


. 

- 

• 

(844 768) 

(844 768) 

Deficit before taxation 

(3 373 067) 

6 930 223 

3 557 156 

(317 568) 

(3 874 724) 

Surplus before taxation 

(3 373 067) 

6 930 223 

3 557 156 

(317 568) 

(3 874 724) 

Actual Amount on Comparable 

(3 373 067) 

6 930 223 

3 557 156 

(317 568) 

(3 874 724) 


Basis as Presented in the 
Budget and Actual 
Comparative Statement 
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Umtshezi Municipality 

Annual Financial Statements for the year ended 30 June 2013 


Statement of Comparison of Budget and Actual Amounts 


Budget on Accrual Basis 





Approved 

budget 

R 

Adjustments Final Budget Actual amounts Difference 

on comparable between final 
basis budget and 

actual 

R R R R 

Note 


statement of Financial Position 


Assets 


Current Assets 
Inventories 

Loans and receivables 

Other receivables from exchange 

transactions 

VAT receivable 

Consumer debtors 

Investments 

Cash and cash equivalents 


Non-Current Assets 
Investment property 
Property, plant and equipment 
Intangible assets 
Heritage assets 
Loans and receivables 
investments 


Non-Current Assets 
Current Assets 

Non-current assets held for sale 
(and) (assets of disposal groups) 
Total Assets 

Liabilities 

Current Liabilities 
Finance lease obligation 
Payables from exchange 
transactions 
Consumer deposits 
Retirement benefit obligation 
Unspent conditional grants and 
receipts 
Provisions 

Current portion of long term loan 


Non-Current Liabilities 
Finance lease obligation 
Retirement benefit obligation 
Long term loan 


350 000 

1 500 000 

- 

350 000 

1 500 000 

1 487 716 
554 641 
297 481 

1 137 716 

554 641 
(1 202 519) 

50 

50 

36 123 000 

1 050 000 

2 587 000 

(40 000) 

36 123 000 

1 050 000 

2 547 000 

13290 111 
43 111 581 

27 502 994 
13 523 473 

13290111 

6 988 581 

26 452 994 

10 976 473 


41 610 000 

(40 000) 

41 570 000 

99 767 997 

58197 997 


3 960 000 

650 069 000 

510 000 

50 000 

400 000 

3 960 000 
650 469 000 

510 000 
50 000 

621 290 092 
438 435 

8 244 763 

103 037 

(3 960 000) 
(29178 908) 
438 435 

8 244 763 
(610 000) 

53 037 

50 

654 589 000 

400 000 

654 989 000 

630 076 327 

(24 912 673) 


41 610 000 

654 589 000 

(40 000) 
400 000 

41 570 000 
654 989 000 

99 767 997 
630 076 327 

58 197 997 
(24 912 673) 


696 199 000 

360 000 

696 559 000 

729 844 324 

33 285 324 



500 000 

100 000 

600 000 

534 065 

(65 935) 


32 218 000 

- 

32 218 000 

29 224 233 

(2 993 767) 


2 300 000 

_ 

2 300 000 

2 844 579 

544 579 


2 000 000 

. 

2 000 000 

981 000 

(1 019 000) 


- 

- 

- 

16 840 549 

16 840 549 

50 

8 500 000 

. 

8 500 000 

7 248 546 

(1 251 454) 


2 000 000 

- 

2 000 000 

929 782 

(1 070 218) 


47 518 000 

100 000 

47 618 000 

58 602 754 

10 984 754 


1 500 000 


1 500 000 

1 246 257 

(253 743) 


6 500 000 

- 

6 500 000 

14 141 000 

7 641 000 


8 500 000 

300 000 

8 800 000 

8 727 956 

(72 044) 


16 500 000 

300 000 

16 800 000 

24 115 213 

7 315 213 


47 518000 

100 000 

47 618 000 

58 602 754 

10 984 754 


16 600 000 

300 000 

16 800 000 

24 115 213 

7 315 213 
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Umtshezi Municipality 

Annual Financial Statements for the year ended 30 June 2013 


statement of Comparison of Budget and Actual Amounts 


Budaet on Accrual Basis 


Approved 

budget 

Adjustments 

Final Budget Actual amounts Difference 
on comparable between final 
basis budget and 

actual 

Note 


R 

R 

R R R 



Total Liabilities 64 018 000 400 000 64 418 000 82 717 967 18 299 967 


Assets 

Liabilities 

Net Assets 

696 199 000 
(64 018 000) 
632181 000 

360 000 
(400 000) 
(40 000) 

696 559 000 
(64 418 000) 
632 141 000 

729 844 324 
(82 717 967) 
647 126 357 

33 285 324 
(18 299 967) 

14 985 357 

Net Assets 






Reserves 

Housing operating account 
Accumulated surplus 

1 095 000 
631 086 000 

(40 000) 

1 095 000 
631 046 000 

1 095 260 
646 031 097 

260 

14 985 097 

Total Net Assets 

632 181 000 

(40 000) 

632141 000 

647 126 357 

14 985 357 
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Umtshezi Municipality 

Annual Financial Statements for the year ended 30 June 2013 


Statement of Comparison of Budget and Actual Amounts 


Budget on Accrual Basis 





Approved 

budget 

R 

Adjustments Final Budget Actual amounts Difference 

on comparable between final 
basis budget and 

actual 

R R R R 

Note 


Cash Flow Statement 

Cash flows from operating activities 


Receipts 


Receipts from customers 

208 280 000 

- 

208 280 000 

211 140 742 

2 860 742 

Grants 

49 787 000 

18 469 000 

68 256 000 

69 189 000 

933 000 

Interest income 

264 000 

- 

264 000 

2 261 109 

1 997 109 

Other receipts 

- 

- 

- 

1 775 815 

1 775 815 


258 331 000 

18 469 000 

276 800 000 

284 366 666 

7 566 666 

Payments 

Personnel costs 

(60 077 521) 

(2 305 245) 

(62 382 766) 

(62 101 321) 

281 445 

Suppliers 

(173 871 479) 

864 245 

(173 007 234) 

(184 693 591) 

(11 686 357) 

Finance costs 

(2 153 000) 

- 

(2 153 000) 

(2 595 612) 

(442 612) 


(236 102 000) 

(1 441 000) (237 543 000) 

(249 390 524) 

(11 847 524) 

Total receipts 

258 331 000 

18 469 000 

276 800 000 

284 366 666 

7 666 66$ 

Total payments 

(236 102 000) 

(1 441 000) 

(237 543 000) 

(249 390 524) 

(11 847 524) 

Net cash flows from operating 
activities 

22 229 000 

17 028 000 

39 257 000 

34 976 142 

(4 280 858) 

Cash flows from investing activities 





Purchase of property, plant and 
equipment 

(24 409 000) 

(17 428 000) 

(41 837 000) 

(28 343 282) 

13 493 718 

Proceeds from sale of property, 
plant and equipment 

- 

• 

• 

1 071 830 

1 071 830 

Increase in financial investments 

200 000 

- 

200 000 

(5162 469) 

(5 362 469) 

Decrease / (increase) in loans 
and receivables 

296 000 

- 

296 000 

351 859 

55 859 

Net cash flows from Investing 
activities 

(23 913 000) 

(17 428 000) 

(41 341 000) 

(32 082 062) 

9 258 938 

Cash flows from financing activities 





Movement in long term loan 

2 800 000 

400 000 

3 200 000 

(1 872 966) 

(6 072 966) 

Finance lease payments 

(800 000) 

(40 000) 

(840 000) 

(864 050) 

(24 050) 

Net cash flows from financing 
activities 

2 000 000 

360 000 

2 360 000 

(2 737 016) 

(5 097 016) 

Net increase/(decrease) in cash 
and cash equivalents 

316 000 

(40 000) 

276 000 

157 064 

(118 936) 

Cash and cash equivalents at 
the beginning of the year 

2 271 000 

- 

2 271 000 

13 366 409 

11 095 409 

Cash and cash equivalents at 
the end of the year 

2 587 000 

(40 000) 

2 547 000 

13 523 473 

10 976 473 


Reconcilation 



Umtshezi Municipality 

Annual Financial Statements for the year ended 30 June 2013 

Accounting Policies 


1, Basis of Preparation 

The annual financial statements have been prepared In accordance with the Standards of Generally Recognised Accounting 
Practice (GRAP) including any interpretations, guidelines and directives Issued by the Accounting Standards Board in 
accordance with the Municipal Finance Management Act. 56 of 2003. 

These annual financial statements have been prepared on an accaial basis of accounting and are in accordance with the 
historical cost convention unless specified othenwise. They are presented In South African Rand. 

A summary of the significant accounting policies, which have been consistently applied, are disclosed below. 

These accounting policies are consistent with the previous period, except for the changes set out in note 2 Changes in 
accounting policy. 

1 .1 Presentation of currency 

These annual financial statements are presented in the South African Rand. 

1 .2 Going concern assumption 

The annual financial statements have been prepared on the assumption that the municipality will continue to operate as a 
going concern for at least the next 12 months. 

1 .3 Budget Information 

Municipalities are typically subject to budgetary limits in the fomi of appropriations or budget authorisation's (or equivalent), 
which is given effect through authorising legislation, appropriation or similar. 

General purpose financial reporting by municipalities shall provide information on whether resources were obtained and used in 
accordance with the legally adopted budget. 

The approved budget covers the fiscal period from 01/07/2012 to 30/06/2013. 

The annual financial statements and the budget are on the same basis of accounting therefore a comparison with the budgeted 
amounts for the reporting period have been Included in the Statement of comparison of budget and actual amounts. 

1.4 Comparative figures 

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year. 

1.5 Offsetting 

Assets, liabilities, revenue and expenses have not been offset except when offsetting is required or permitted by a Standard of 
GRAP. 

1 .6 Standards, Amendments to Standards and Interpretations issued but not yet effective 

The following GRAP standards have been issued but are not yet effective and have not been early adopted by the municipality. 
GRAP 18 Segment reporting 
GRAP 20 Related party disclosures 

GRAP 105 Transfer of functions between entities under common control 
GRAP 106 Transfer of functions between entities not under common control 
GRAP 107 Mergers 

The municipality has not applied the above standards that have been Issued but are not yet effective. These will be applied by 
the municipality when they become effective. 
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1,7 Standards and Interpretations effective and adopted in the current year 


In the current year, the municipality has adopted the following standards and interpretations that are effective for the current 
financial year and that are relevant to its operations; 


Standard / Interpretation EffecUve Date 

GRAP 21 : Impairment of non-cash generating assets 01 /^ril 201 2 

GRAP 23: Revenue from Non-exchange transactions 01 April 2012 

GRAP 24: Presentation of Budget Information in the financial 
statements 01 April 2012 

GRAP 26: Impaimient of cash-generating assets 01 April 2012 

GRAP 103: Heritage assets 01 April 2012 

GRAP 104: Financial instruments 01 April 2012 


Impact 

Additional Disclosure 
Additional Disclosure 

Additional Disclosure 
Additional Disclosure 
Additional Disclosure 
Additional Disclosure 


1 .8 Significant Judgements and sources of estimation uncertainty 

In preparing the annual financial statements, management Is required to make estimates and assumptions that affect the 
amounts represented in the annual financial statements and related disclosures. Use of available Information and the 
application of judgement is inherent in the formation of estimates. Actual results in the future could differ from these estimates 
which may be material to the annual financial statements. Significant judgements include: 

Trade receivables and loans and receivables 

The municipality assesses its trade receivables and loans and receivables for impairment at the end of each reporting period. 
In determining whether an impairment loss should be recorded in surplus or deficit, the municipality makes judgements as to 
whether there Is observable data indicating a measurable decrease in the estimated future cash flows from a financial asset. 


Fair value estimation 

The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair values. 
The fair value of financial liabilities for disclosure purposes Is estimated by discounting the future contractual cash flows at the 
current market interest rate that is available to the municipality for similar financial Instruments. 

Provisions 

Provisions were raised and management determined an estimate based on the information available. Additional disclosure of 
these estimates of provisions are included in note 20 - Provisions. 

Post retirement benefits 

The present value of the post retirement medical obligation depends on a number of factors that are determined on an actuarial 
basis using a number of assumptions. The assumptions used In determining the net cost (income) include the discount rate. 
Any changes in these assumptions will impact on the carrying amount of post retirement obligations. 

Other key assumptions for pension obligations are based on current market conditions. Additional information is disclosed in 
Note 18. 

Effective interest rate 

The municipality used the prime interest rate to discount future cash flows. 

Allowance for doubtful debts 

On debtors an impairment loss is recognised in surplus and deficit when «iere is objeclive evidence that the debtors are 
impaired. The impairment is measured as the difference between the debtors carrying amount and the present value of 
estimated future cash flows discounted at the effective Interest rate, computed at initial recognition. 

1 .9 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (Including infrastructure assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during 
more than one period. 
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1 .9 Property, plant and equipment (continued) 


The cost of an item of property, plant and equipment is recognised as an asset when; 

• it is probable that future economic benefits or service potential associated with the item will flow to the 
municipality; and 

• the cost of the item can be measured reliably. 

Property, plant and equipment is initially measured at cost. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and 
rebates are deducted in arriving at the cost. 

Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition. 

Where an asset is acquired at no cost, or for a nominal cost, its cost is its fair value as at date of acquisition. Costs include 
costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred subsequently to add 
to, replace part of, or service it. If a replacement cost Is recognised in the carrying amount of an item of property, plant and 
equipment, the carrying amount of the replaced part Is derecognised. 

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located Is also 
Included In the cost of property, plant and equipment. 

Recognition of costs in the carrying amount of an Item of property, plant and equipment ceases when the item Is in the location 
and condition necessary for it to be capable of operating in the manner Intended by management. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. 

The useful lives of items of property, plant and equipment have been assessed as follows; 


Item 

Property and permanent fixtures 
Plant and equipment 
Vehicles 

Office equipment and furniture 
Leased assets 


Average useful life 
30 years 
10 years 
7 years 
7 years 
5 years 


The residual value, and the useful life and depreciation method of each asset are reviewed at the end of each reporting date. 


Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the Item Is 
depreciated separately. 


The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrying amount of 
another asset. 


The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit when 
the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and equipment is 
determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item. 

1.10 Impairment of cash-generating assets 

Cash-generating assets are those assets held by the municipality with the primary objective of generating a commercial return. 
When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a commercial 
return. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition 
of the loss of the asset's future economic benefits or serwce potential through depreciation (amortisation). 
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1.10 Impairment of cash-generating assets (continued) 

Identification 

When the carrying amount of a cash-generating asset exceeds Us recoverable amount, it is impaired. 

The municipality assesses at each reporting date whether there is any Indication that a cash-generating asset may be 
impaired. If any such indication exists, the municipality estimates the recoverable amount of the asset. 

Recognition and measurement (individual asset) 

If the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying amount of the asset is 
reduced to its recoverable amount. This reduction is an impairment loss. 

An impairment loss is recognised immediately in surplus or deficit. 

When the amount estimated for an impairment loss is greater than the carrying amount of the cash-generating asset to which it 
relates, the municipality recognises a liability only to the extent that is a requirement in the Standard of GRAP. 

Reversal of impairment loss 

The municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in prior 
periods for a cash-generating asset may no longer exist or may have decreased. If any such indication exists, the entity 
estimates the recoverable amount of that asset. 

A reversal of an impairment loss for a cash-generating asset is recognised immediately in surplus or deficit. 

1.11 Impairment of non-cash-generating assets 

The municipality assesses at each reporting date whether there Is any indication that an asset may be impaired. If any such 
indication exists, the municipality estimates the recoverable service amount of (he asset. 

Irrespective of whether (here is any indication of impairment, the municipality also tests intangible assets with an indefinite 
useful life or intangible assets not yet available for use for impairment annually by comparing its carrying amount with its 
recoverable amount. This impairment test is performed during the annual period and at the same lime every period. 

If there is any indication that an asset may be impaired, the recoverable service amount Is estimated to the individual asset. If 
it Is not possible to estimate the recoverable service amount of the individual asset, the recoverable service amount of the cash 
generating unit to which the asset belongs is determined. 

The recoverable service amount of an asset or a cash-generating unit is the higher of its fair value less cost to sell and its value 
in use. 

If the recoverable service amount of an asset Is less than Its carrying amount, the carrying amount of the asset Is reduced to Its 
recoverable service amount. That reduction is an Impairment loss. An impairment loss of assets carried at cost less any 
accumulated depreciation or amortisation is recognised immediately in surplus or deficit. Any impairment loss of a revalued 
asset is treated as a revaluation decrease. 

An impairment loss is recognised for cash-generating units if the recoverable service amount of the unit is less than the 
carrying amount of the unit. The Impairment loss is allocated to reduce the carrying amount of the assets of the unit on a 
prorata basis of the carrying amount of each asset in the unit. 

A municipality assesses at each reporting date whether there Is any indication that an impairment loss recognised in prior 
periods for assets may no longer exist or may have decreased. If no such indication exists, the recoverable service amounts of 
those assets are estimated. 

The increased carrying amount of an asset attributable to a reversal of an impainTient ioss does not exceed the carrying 
amount that would have been detenriined had no Impairment loss been recognised for the asset in the prior periods. A 
reversal of an Impairment loss of assets carried at cost less accumulated depreciation or amortisation is recognised 
immediately in surplus or deficit, Any reversal of an impainnent loss of a revalued asset is treated as a revaluation increase. 


18 



Umtshezi Municipality 

Annual Financial Statements for the year ended 30 June 2013 

Accounting Policies 


1.12 Landfill restoration 

The municipality has an obligation to restore items of property, plant and equipment. Such obligations are referred to as 
'decommissioning, restoration and similar liabilities’. The cost of an item of property, plant and equipment Includes the Initial 
estimate of the costs of restoring the site. This cost relates to the restoration of the municipal landfill site. 

1.13 Intangible assets 

An asset is identified as an intangible asset when it: 

• is capable of being separated or divided from an entity and sold, transferred, licensed, rented or exchanged, 
either individually or together with a related contract, assets or liability; or 

• arises from contractual rights or other legal rights, regardless whether those rights are transferable or separate 
from the municipality or from other rights and obligations. 

An intangible asset is recognised when: 

• it is probable that the expected future economic benefits or service potential that are attributable to the asset will 
flow to the municipality: and 

• the cost or fair value of the asset can be measured reliably. 

Intangible assets are Initially recognised at cost. 

Where an intangible asset is acquired in exchange for a non*monetary asset or monetary assets, or a combination of monetary 
and non-monetary assets, the asset acquired is Initially measured as fair value (the cost). If Ihe acquired Item's fair value was 
not determinable, its deemed cost is the carrying amount of the assel(s) given up. 

Expenditure on research (or on the research phase of an internal project) Is recognised as an expense when it Is incurred. 

An intangible asset arising from development (or from the development phase of an internal project) is recognised when: 

• it Is technically feasible to complete the asset so that it will be available for use or sale. 

• there is an intention to complete and use or sell It. 

• there is an ability to use or sell it. 

• it will generate probable future economic benefits or service potential. 

• there are available technical, financial and other resources to complete the development and to use or sell the 
asset. 

• the expenditure attributable to the asset during its development can be measured reliably. 

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 

An intangible asset Is regarded as having an indefinite useful life when, based on all relevant factors, there is no foreseeable 
limit to the period over which the asset is expected to generate net cash inflows or service potential. Amortisation is not 
provided for these intangible assets, but they are tested for impairment annually and whenever there is an indication that the 
asset may be impaired. For all other intangibie assets amortisation is provided on a straight line basis over their useful life. 

The amortisation period and the amortisation method for Intangible assets are reviewed at each reporting date. 

Reassessing the useful life of an intangible asset with a finite useful life after It was classified as indefinite is an indicator that 
the asset may be impaired. As a result the asset Is tested for impairment and the remaining carrying amount is amortised over 
its useful life. 

Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not recognised as 
intangible assets. 

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residua! values as follows: 

Item Useful life 

Computer software 5 years 

1.14 Heritage assets 

Heritage assets are assets that have a cultural, environmental, historical, natural, scientific, technological or artistic significance 
and are held indefinitely for the benefit of present and future generations. 
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1.14 Heritage assets (continued) 

Recognition 

The municipality recognises a heritage asset as an asset if it is probable that future economic benefits or service potential 
associated with the asset will flow to the municipality, and the cost or fair value of the asset can be measured reliably. 

Initial measurement 

Heritage assets are measured at cost. 

Where a heritage asset is acquired through a non-exchange transaction, its cost is measured at its fair value as at the date of 
acquisition. 

Subsequent measurement 

After recognition as an asset, a class of heritage assets is carried at its cost less any accumulated Impairment losses. 
Impairment 

The municipality assess at each reporting date whether there Is an Indication that it may be impaired, If any such indication 
exists, the municipality estimates the recoverable amount or the recoverable service amount of the heritage asset. 

Transfers 

Transfers from heritage assets are only made when the particular asset no longer meets the definition of a heritage asset. 
Transfers to heritage assets are only made when the asset meets the definition of a heritage asset. 

Derecognition 

The municipality derecognises heritage asset on disposal, or when no future economic benefits or service potential are 
expected from its use or disposal. 

The gain or loss arising from the derecognition of a heritage asset Is determined as the difference between the net disposal 
proceeds, if any, and the carrying amount of the heritage asset. Such difference is recognised In surplus or deficit when the 
heritage asset is derecognised. 

Transitional provision 

The municipality changed its accounting policy for heritage assets In 2013. The change in accounting policy is made in 
accordance with its transitional provision as per Directive 4 of the GRAP Reporting Framework. 

According to the transitional provision, the municipality is not required to measure heritage assets for reporting periods 
beginning on or after a date within three years following the date of Initial adoption of the Standard of GRAP on Heritage 
assets. Heritage assets have accordingly been recognised at provisional amounts, as disclosed in . The transitional provision 
expires on 30/06/201 5. 

Until such time as the measurement period expires and heritage assets are recognised and measured in accordance with the 
requirements of the Standard of GRAP on Heritage assets, the municipality need not comply with the Standards of GRAP on 
(to the extent that these Standards prescribe requirements for heritage assets): 

• Presentation of Financial Statements (GRAP 1), 

• The Effects of Changes in Foreign Exchange Transactions (GRAP 4), 

• Leases (GRAP 13), 

• Segment Reporting (GRAP 18), 

• Non-current Assets Held for Sale and Discontinued Operations (GRAP 100) 

The exemption from applying the measurement requirements of the Standard of GRAP on Heritage assets implies that any 
associated presentation and disclosure requirements need not be complied with for heritage assets not measured in 
accordance with the requirements of the Standard of GRAP on Heritage assets. 
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1.15 Financial Instruments 

A financial asset is; 

• cash; 

• a residual interest of another entity: or 

• a contractual right to: 

■ receive cash or another financiai asset from another entity; or 

exchange financial assets or financial liabilities with another entity under conditions that are potentially 
favourable to the entity. 

A financial liability is any liability that is a contractual obligation to; 

• deliver cash or another financial asset to another entity; or 

• exchange financiai assets or financial liabilities under conditions that are potentially unfavourable to the entity. 
Classification 

The municipality has the following types of financial assets (classes and category) as reflected on the face of the statement of 
financial position or in the notes thereto; 


Class Category 

Loans and receivables Financial asset measured at amortised cost 

The entity has the following types of financial liabilities (classes and category) as reflected on the face of the statement of 
financial position or in the notes thereto: 


Class Category 

Loans and other payables Financial liability measured at amortised cost 

Initial recognition 

The municipality recognises a financial asset or a financial liability in its statement of financial position when the municipality 
becomes a party to the contractual provisions of the instrument. 

The municipality recognises financial assets using trade date accounting. 

Initial measurement of financial assets and financial liabilities 

The municipality measures a financial asset and financial liability initially at Its fair value. 

Subsequent measurement of financial assets and financial liabilities 

The entity measures all financial assets and ftnancial liabilities after Initial recognition using the following category: 

• Financial Instruments at amortised cost. 

Ail financial assets measured at amortised cost, or cost, are subject to an impairment review. 

1.16 Leases 

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease is 
classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership. 
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1.16 Leases (continued) 

Finance ieases > iessee 

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal to the fair vaiue 
of the leased property or. if iower, the present value of the minimum lease payments. The corresponding iiabilily to the lessor is 
included in the statement of financial position as a finance lease obligation. 

The discount rate used in calculating the present value of the minimum lease payments is the interest rate implicit in the lease. 

Minimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The finance 
charge is allocated to each period during the lease term so as to produce a constant periodic rale of on the remaining balance 
of the liability. 

Any contingent rents are expensed in the period In which they are incurred. 

Operating leases - lessee 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between 
the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset or liability. 

1.17 Inventories 

Inventories are initially measured at cost except where inventories are acquired through a non-exchange transaction, then their 
costs are their fair vaiue as at the date of acquisition. 

The cost of inventories comprises of alt costs of purchase, costs of conversion and other costs incurred in bringing the 
Inventories to their present location and condition. 

Inventories are valued at the lower of cost and net realisable value. In general, the basis of allocating costs to Inventory items 
is on the first-ln-first-out basis. Subsequent to initial recognition, the lease assets are accounted for in accordance with the 
stated accounting policies applicable to property, plant and equipment. 

1 .1 8 Non-current assets held for sale 

Non-current assets are classified as held for sale if their carrying amount will be recovered principally through a sale 
transaction rather than through continuing use. This condition Is regarded as met only when the sale is highly probable and the 
asset (or disposal group) is available for immediate sale in its present condition. Management must be committed to the sale, 
which should be expected to qualify for recognition as a completed sale within one year from the date of classification. 

Non-current assets held for sale are measured at the lower of its carrying amount and fair value less costs to sell. 

A non-current asset is not depreciated (or amortised) while It is classified as held for sale, or while it is part of a disposal group 
classified as held for sale. 

Interest and other expenses attributable to the liabilities of a disposal group classified as held for sale are recognised in surplus 
or deficit. 

1.19 Employee benefits 

Employee benefits are all forms of consideration given by an entity in exchange for service rendered by employees. 

Termination benefits are employee benefits payable as a result of either; 

• an entity’s decision to terminate an employee’s employment before the normal retirement date; or 

• an employee’s decision to accept voluntary redundancy in exchange for those benefits. 


22 


Umtshezi Municipality 

Annual Financial Statements for the year ended 30 June 2013 

Accounting Policies 


1.19 Employee benefits (continued) 

Short-term employee benefits 

Short-term employee benefits include items such as: 

• wages, salaries and social security contributions; 

• short-term compensated absences (such as paid annual leave and paid sick leave) where the compensation for the 
absences is due to be settled within twelve months after the end of the reporting period in which the employees 
render the related employee service; 

• bonus, incentive and performance related payments payable within hvelve months after the end of the reporting 
period in which the employees render the related service; and 

• non-monetary benefits (for example, medical care, and free or subsidised goods or services such as housing, cars 
and cellphones) for current employees. 

The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, such as paid vacation 
leave and sick leave, bonuses, and non-monetary benefits such as medical aid), are recognised in the period in which the 
service is rendered and are not discounted. 

The expected cost of the compensated absenses Is recognised as an expense as the employees render services that increase 
their entitlement or. In the case of non-accumulating absences, when the absence occurs. 

Post-employment benefits 

The municipality provides post-retirement health care benefits upon retirement to some retirees. 

The entitlement to post-retirement health care benefits is based on the employee remaining in service up to retirement age and 
the completion of a minimum service period. The expected costs of these benefits are accrued over the period of employment. 
Independent qualified actuaries carry out the valuations of these obligations. 

1.20 Provisions and contingencies 
Provisions are recognised when; 

• the municipality has a present obligation as a result of a past event; 

• it Is probable that an outflow of resources embodying economic benefits or service potential will be required to 
settle the obligation; and 

• a reliable estimate can be made of the obligation. 

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at the 
reporting date. 

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the 
reimbursement is recognised when, and only when, it Is virtually certain that reimbursement will be received if the municipality 
settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the reimbursement does 
not exceed the amount of the provision. 

A provision is used only for expenditures for which the provision was originally recognised. 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 40. 

1.21 Revenue from exchange transactions 

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result in an 
increase in net assets, other than increases relating to contributions from owners. 

An exchange transaction is one in which the municipality receives assets or services, or has liabilities extinguished, and directly 
gives approximately equal value (primarily in the form of goods, services or use of assets) to the other party in exchange. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in 
an arm’s length transaction. 

Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates. 
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1.21 Revenue from exchange transactions (continued) 

Sale of goods 

Revenue from the sale of goods is recognised when allthe following conditions have been satisfied. 

. the municipality has transferred to the purchaser the significant risks and rewards of ownership of the goods; 

• the municipality retains neither continuing managerial involvement to the degree usually associated with 
ownership nor effective control over the goods sold; 

• the amount of revenue can be measured reliably: ..... .. •,, « » ,u^ 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 

municipality: and , . ,• u. 

• the costa incurred or to be incurred in respect of the transacUon can be measured reliably. 

Rendering of services 

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with 
the transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The outcome 
of a transaction can be estimated reliably when all the following conditions are satisfied; 

• the amount of revenue can be measured reliably: lu 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 

municipality; , ^ i, ui .j 

• the stage of completion of the transaction at the reporting dale can be measured reliably, and 

• the costs incurred for the transaction and the costs to complete the transaction can be measured reliably. 

When services are performed by an indeterminate number of acts over a specified time frame, '"evenue is f , 

straight line basis over the specified time frame unless there is evidence that some other rnethod better 

completion. When a specific act is much more significant than any other acts, the recognition of revenue is postponed until the 

significant act is executed. 

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised 
only to the extent of the expenses recognised that are recoverable. 

Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage of 
completion Is determined by services performed to date as a percentage of total services to be performed. 

1.22 Revenue from non-exchange transactions 

Non-exchanqe transactions are transactions that are not exchange transactions. In a non-exchange transaction, a municipality 
either receives value from another municipality without directly giving approximately equal value in exchange, or gives value to 
another municipality without directly receiving approximately equal value In exchange. 


Recognition 

An inflow of resources from a non-exchange transaction recognised as an asset is recognised as revenue, except to the extent 
that a liability is also recognised in respect of the same Inflow. 


As the municipality satisfies a present obligation recognised as a liability in respect of an inflow of resources from a non- 
exchange transaction recognised as an asset, it reduces the carrying amount of the liability recognised and recognises an 
amount of revenue equal to that reduction. 


Measurement 

Revenue from a non-exchange transaction is measured at the amount of ttie increase in net assets recognised by the 
municipality. 

Fines 

Fines are recognised as revenue when the fines are paid. 


1.23 Investment income 

Investment Income is recognised on a time-proportion basis using the effective interest method. 
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1.24 Borrowing costs 

Borrowing costs are recognised as an expense in the period in which they are incurred. 

1.25 Unauthorised expenditure 

Unauthorised expenditure means: 

• overspending of a vote or a main division within a vole; and 

• expenditure not in accordance with the purpose of a vote or, in Uie case of a main division, not in accordance with 
the puipose of the main division. 

All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial performance in 
the year that the expenditure was incurred. The expenditure Is classified in accordance with the nature of the expense, and 
where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 

1.26 Fruitless and wasteful expenditure 

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been 
exercised. 

All expenditure relating to fruitless and wasteful expenditure Is recognised as an expense in Ihe statement of financial 
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the 
expense, and where recovered, it is subsequently accounted for as revenue In the statement of financial performance. 

1.27 Irregular expenditure 

Irregular expenditure as defined in section 1 of the Municipal Finance Management Act, No 56 of 2003, is expenditure other 
than unauthorised expenditure, incurred in contravention of or that is not in accordance with a requirement of any applicable 
legislation. 

Irregular expenditure Is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 of 2003), the 
Municipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of the 
economic entity's supply chain management policy. Irregular expenditure excludes unauthorised expenditure. Irregular 
expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is subsequently 
accounted for as revenue in the Statement of Financial Performance. 

1.28 Use of estimates 

The preparation of annual financial statements in conformity with Standards of GRAP requires the use of certain critical 
accounting estimates. It also requires management to exercise its judgement in the process of applying the municipality’s 
accounting policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions and 
estimates are significant to the annual financial statements are disclosed in the relevant sections of the annual financial 
statements. Although these estimates are based on management's best knowledge of current events and actions they may 
undertake in the future, actual results ultimately may differ from those estimates. 

1.29 Housing operating account 

The Housing Development Fund (HDF) was established in terms of the Housing Act, (Act No. 107 of 1997). Loans from 
national and provincial government used to finance housing selling schemes undertaken by the municipality were extinguished 
on 1 April 1998 and transferred to a Housing Development Fund. This is currently known as the Housing Operating Account. 
Housing selling schemes, both complete and in progress as at 1 April 1998, were also transferred to the Housing operating 
account. In terms of the Housing Act, all proceeds from housing developments, which include rental income and sales of 
houses, must be paid into the Housing operating account. Monies standing to the credit of the Housing operating account can 
be used only to finance housing developments within the municipal area subject to the approval of the Provincial MEG 
responsible for housing. 

1.30 Gratuities 

The municipality provides gratuities for qualifying staff membere in terms of the relevant conditions of employment. The 
expenditure is recognised in the statement of financial performance when the gratuity is paid. 
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1.31 Investments 

Where the carrying amount of an investment is greater than the estimated recoverable amount, it is written down immediately 
to its recoverable amount and an impairment loss is charged to the statement of financial performance. 

1.32 Conditional grants and receipts 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the municipality 
has complied with any of the criteria, conditions or obligations embodied In the agreement. To the extent that the criteria, 
conditions or obligations have not been met a liability is recognised. 

1.33 Related parties 

Management are those persons responsible for planning, directing and controlling the activities of the municipality, including 
those charged with the governance of the municipality in accordance with legislation, in instances where they are required to 
perform such functions. 

Close members of the family of a person are considered to be those family members who may be expected to influence, or be 
influenced by, that management in their dealings with the municipality. 

Only transactions with related parties not at arm’s length or not in the ordinary course of business are disclosed, 

1.34 Commitments 

Items are classified as commitments where the municipality commits itself to future transactions that will result in 
the future outflow of resources. Capital commitments are not recognised in the statement of financial position as 
a liability and are disclosed in note 39 of the annual financial statements . for approved and contracted commitments, where 
the expenditure has been approved and the contract has been awarded at the reporting dale. 

1.35 Events after reporting date 

Events after the reporting dale are those events, both favourable and unfavourable, that occur between the reporting date and 

the dale when the financial statements are authorised for Issue. Tv/o types of events can be identified: , . 

(a) those that provide evidence of conditions that existed at the reporting dale (adjusting events after the reporting date); and 

(b) those that are indicative of conditions that arose after the reporting dale (non-adjusting events after the reporting date). 
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2. Changes in accounting policy 

The annual financial statements have been prepared In accordance with Standards of Generally Recognised Accounting 
Practice on a basis consistent with the prior year except for the adoption of die following new or revised standards. 

• Grap 21 : Impairment of non-cash generating assets 

• Grap 23: Revenue from non-exchange transactions 

• Grap 24: Presentation of budget infomialion in the financial statements 

• Grap 26: Impairment of cash-generating assets 

• Grap 103: Heritage assets 

• Grap 104: Financial instruments 

The aggregate effect of the changes in accounting policy on the annual Financial statements for the year ended 30 June 2013 is 
as follows: 

Statement of financial position 


Property, plant and equipment 
Previously stated 
Adjustment 


- 629 613172 

(5 430 253) 

. 624 182 919 


Accumulated surplus 
Previously stated 
Adjustment 


- 642 871 283 

2 814 510 


$46 685 793 


Statement of Financial Performance 


32 670 219 
(562 422) 

32107 797 


Depreciation 
Previously stated 
Adjustment 
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3. New standards and interpretations 

3.1 Standards and interpretations effective and adopted In the current year 

In the current year, the municipality has adopted the following standards and interpretations that are effective for the current 
financial year and that are relevant to its operations: 

GRAP 23: Revenue from Non-exchange Transactions 

Revenue from non-exchange transactions arises when an entity receives value from another entity without directly giving 
approximately equal value in exchange. An asset acquired through a non-exdiange transaction shaii initially be measured 
at its fair value as at the date of acquisition. 

The effective date of the standard is for years beginning on or after 01 April 2012. 

The municipality has adopted the standard for the first time in the 201 3 annua! financial statements. 

The adoption of this standard has not had a material impact on the results of the municipality, but has resulted in more 
disclosure than would have previously been provided in the annual financial statements. 

GRAP 24: Presentation of Budget Information In the Financial Statements 

Subject to the requirements of paragraph .19, an entity shall present a comparison of the budget amounts for which U Is 
held publicly accountable and actual amounts either as a separate additional financial statement or as additional budget 
columns in the financial statements currently presented in accordance with Standards of GRAP. The comparison of budget 
and actual amounts shall present separately for each level of legislative oversight: 

• the approved and final budget amounts; 

• the actual amounts on a comparable basis; and 

• by way of note disclosure, an explanation of material differences between the budget for which the municipality is 
held publicly accountable and actual amounts, unless such explanation is included in other public documents 
issued in conjunction with the financial statements, and a cross reference to those documents is made in the 
notes. 

The effective date of the standard is for years beginning on or after 01 April 2012. 

The municipality has adopted the standard for the first time in the 2013 annual financial statements. 

The adoption of this standard has not had a material Impact on the results of the municipality, but has resulted in more 
disclosure than would have previously been provided in the annual financial statements. 

GRAP 103; Heritage Assets 

Grap 103 defines heritage assets as assets which have a cultural, environmental, historical, natural, scientific, technological 
or artistic significance and are held indefinitely for the benefit of present and future generations, 

A heritage asset should be recognised as an asset only If: . . .u 

• it is probable that future economic benefits or service potential associated with the asset will flow to the 
municipality; and 

• the cost of the fair value of the asset can be measured reliably. 

Grap 103 states that a heritage asset should be measured at its cost unless it Is acquired through a non-exchange 
transaction which should then be measured at its fair value as at the date of acquisition. 

The cost model requires a class of heritage assets to be carried at its cost less any accumulated impairment losses. 

The effective date of the standard is for years beginning on or after 01 April 2012, 

The municipality has adopted the standard for the first time in the 2013 annual financial statements. 

The adoption of this standard has not had a materia! Impact on the results of the municipality, but has resulted in more 
disclosure than would have previously been provided In the annual financial statements. 
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3, New standards and Interpretations (continued) 


GRAP 21 : Impairment of non-cash-generating assets 
Non-cash-generating assets are assets other than cash-generating assets. 

When the carrying amount of a non-cash-generating asset exceeds Its recoverable service amount, it is impaired. 

An municipality assesses at each reporting date whether there is any indication that a non-cash-generating asset may be 
impaired. If any such indication exists, an entity estimates the recoverable service amount of the asset. 

The effective date of the standard Is for years beginning on or after 01 April 2012. 

The municipality has adopted the standard for the first time in the 2013 annual financial statements. 


The adoption of this standard has not had a material impact on the results of the municipality, but has resulted in more 
disclosure than would have previously been provided in the annual financial statements. 

GRAP 26: Impairment of cash-generating assets 

Cash-generating assets are those assets held by a municipality with the primaiy objective of generating a commercial 
return. When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a 
commercial return. 


Whan the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired. 

An Impairment loss is recognised for a cash-generating unit if the recoverable amount of the unit is less than _ 

amount of the unit. The impairment is allocated to reduce the carrying amount of the cash-generatmg 
pro rata basis, based on the carrying amount of each asset in the unit. These reductions in carrying amounts are treated as 
impairment losses on individual assets. 

The effective date of the standard is for years beginning on or after 01 April 2012. 

The municipality has adopted the standard for the fii^l time in the 2013 annual financial stalemenls. 


The adoption of this standard has not had a material Impact on the results of the municipality, but has resulted in more 
disclosure than would have previously been provided in the annual financial statements, 


GRAP 104: Financial Instruments 


The standard prescribes recognition, measurement, presentation and disclosure requirements for financial inshuments. 
Financial instruments are defined as those contracts that results In a financial asset in one municipality and a financial 
liability or residual interest in another municipality. A key distinguishing factor between financial assets and ^^lal 
liabilities and other assets and liabilities, is that they are settled in cash or by exchanging financial instruments rather than 


through the provision of goods or services. 

The effective date of the standard is for years beginning on or after 01 April 2012. 

The municipality has adopted the standard for the first lime in the 2013 annual financial statements. 

The adoption of this amendment has not had a material impact on the results of the municipality, but has resulted in more 
disclosure than would have previously been provided In the annual financial statements. 


29 



Umtshezi Municipality 

Annual Financial Statements for the year ended 30 June 2013 

Notes to the Annual Financial Statements 


2013 2012 

R R 


4. Property, plant and equipment 



2013 


2012 

Cost/ 

Accumulated Carrying value 

Cost/ 

Accumulated Carrying value 

Valuation 

depreciation 

Valuation 

depreciation 


and 


and 


accumulated 


accumulated 


impairment 


impairment 


Land and buildings 

341 

177 

098 

(83 

151 

624) 

258 

025 

474 

342 

449 

761 

(61 

400 

642) 

281 

049 

119 

Motor vehicles 

13 

954 

256 

(7 

454 

518) 

6 

499 

738 

13 

305 

214 

(5 

841 

413) 

7 

463 

801 

Infrastructure 

394 

005 

974 

(122 

349 

905) 

271 

656 

089 

393 

731 

879 

(106 

494 

366) 

287 

237 

513 

Other equipment 

15 

636 

562 

(10 

962 

065) 

4 

674 

497 

15 

585 

442 

(10 

582 

108) 

5 

003 

334 

Work in progress 

69 

376 

188 



- 

69 

376 

188 

40 

653 

704 



- 

40 

653 

704 

Finance leased assets 

6 

381 

189 

4 

676 

937 

11 

058 

126 

6 

433 

097 

(4 

116 

919) 

2 

316 

178 

Total 

840 

531 

267 

(219 

241 

175) 

621 

290 

092 

812 

159 

097 

(188 

435 

448) 

623 

723 

649 
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5. Intangible assets (continued) 






Reconciliation of intangible assets •• 2013 


Opening 

balance 

Additions 

Amortisation 

Total 

Computer software 


185 775 

310 280 

(57 621) 

438 434 

Reconciliation of intangible assets - 201 2 

Opening 

Additions 

Other changes. 

Amortisation 

Total 


balance 


movements 



Computer software 

169 781 

78 140 

17 271 

(79 417) 

185 775 

6. Heritage assets 







2013 



2012 


Cost/ 

Accumulated 

Carrying value 

Cost/ 

Accumulated 

Carrying value 

Valuation 

impairment 

Valuation 

impairment 



losses 



losses 


Historical buildings 8 244 763 

- 

8 244 763 

8 244 763 

- 

8 244 763 

Reconciliation of heritage assets 2013 




Opening 

balance 

Total 

Historical buildings 




8 244 763 

8 244 763 

Reconciiiatlon of heritage assets 2012 




Opening 

balance 

Total 

Historical buildings 




8 244 763 

8 244 763 
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6. Heritage assets (continued) 

Transitional provisions 

Heritage assets recognised at provisional amounts 

In accordance with the transitional provisions as per Directive 2 of the 6RAP Reporting Framework, as disclosed in note 2, 
certain heritage asset with a carrying value of R 8,244,763 (2012: R 8,244,763) was recognised at provisional amounts. 

Due to Initial adoption of GRAP 103 

Steps taken to establish the values of heritage asset recognised at provisional amounts due to the initial adoption of GRAP 
103, is as follows: 

Heritage assets were valued by an independent valuer. These values were determined upon initial recognition of property, 
plant and equipment in terms of GRAP 17. Due to the change in accounting policy, heritage assets were recognised at the 
deemed cost determined with the adoption on Grap 17. Certain assets were determined at a provisional value in terms of the 
transitional pro\rfsions applicable to the new adoption of Grap 103. 

Provisional amounts retrospectively adjusted during the year, are as follows (refer to note 2 for effect on the annua! financial 
statements: 

Historical buildings 8 244 763 8 244 763 

The date at which full compliance with GRAP 103 is expected, Is 30 June 2015. 

7. Inventories 


Consumable stores 1 487 716 549 719 


8. Loans and receivables 



At amortised cost 

Loans and receivables 

554 641 

906 500 

The loans are secured by the land sold. No provisions have been made for doubtful 
debts as the debts owing are considered recoverable. 




554 641 

906 500 

Non>current assets 

At amortised cost 

" 

722 098 

Current assets 

At amortised cost 

554 641 

184 402 

Non-current assets 

- 

722 098 

Current assets 

554 641 

184 402 


554 641 

906 500 

9. Other receivables from exchange transactions 

Conditional grants overspent 

- 

1 337 809 

Stamps on hand 

2 036 

2 036 

Department of Health 

295 445 



297 481 

1 339 845 
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9. Other receivables from exchange transactions (continued) 

The amount reflected as outstanding from the Department of Health relates to an amount due for the transfer of assets from 
the Municipality to the Department of Health for the transfer of the clinics. 

The details of the conditional grant overspent Is detailed belovir. 


Details of conditional grants overspent 

Hostel development and upgrading 

Provision for doubtful debt 

1 337 810 
(1 337 810) 

1 337 810 


- 

1 337 810 

The overspent grant relates to municipal funds that were spent for the upgrading of the hostel development. Funds were to be 
re-imbursed by the Department of Human Settlements. Allocations have been made In the 2012/2013 Division of Revenue Act 
for an amount to be distributed for the upgrade of the hostel, but the amount has been removed from the Division of Revenue 

Act in its adjustments budget for two consecutive years. A provision for a doubtful debt was therefore raised. 

10. VAT receivable 



VAT 

13290 111 

11 493 139 

1 1 . Trade and other receivables from exchange transactions 



Gross balances 

Rates 

Electricity 

Refuse 

Sundry debtors 

57 656 123 

7 276 582 

9 568 972 

3 523 041 

48 598 683 

5 755 213 

7 793 681 

4 465 660 

78 024 718 

66 613 137 

Less; Allowance for Impairment 

Rates 

Electricity 

Refuse 

Sundry debtors 

(20 796 814) 
(1 762 868) 
(9 032 379) 
(3 321 076) 

(15 189121) 
(3 797 280) 
(7 594 561) 
(3 797 280) 

(34 913137) 

(30 378 242) 

Net balance 

Rates 

Electricity 

Refuse 

Sundry debtors 

36 859 309 

5 513 714 
536 594 
201 965 

33 409 662 

1 957 933 
199 120 
668 280 

43 111 582 

36 234 895 

Rates 

Current (0 -30 days) 

31 - 60 days 

61 - 90 days 
> 90days 

3 046 525 

1 275 537 

1 315 857 
31 221 390 

2 193 534 

1 014 162 

1 365 903 
28 835 963 

36 859 309 

33 409 562 
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2012 

R 

11. Trade and other receivables from exchange transactions (continued) 



Electricity 

Current (0 -30 days) 

4 508 824 

1 957 933 

31 -60 days 

1 004 890 

- 


5 513 714 

1 957 933 

Refuse 

Current (0 -30 days) 

319 708 

199 120 

31 - 60 days 

216 886 

- 


536 594 

199 120 

Sundry debtors 

Current (0 -30 days) 

' 116 068 

411 558 

31 - 60 days 

85 897 

50 660 

61 - 90 days 

- 

106 862 

> 90 days 

- 

99 200 


201 965 

668 280 

Reconciliation of allowance for Impairment 

Balance at beginning of the year 

(30 378 242) 

(30 676 620) 

Contributions to allowance 

(34 913 137) 

(30 378 242) 

Reversal of allowance 

30 378 242 

30 676 620 

Consumer debtors past due but not Impaired 

At 30 June 2013, R1 1,890,1 13 (2012: R7, 299,734) were past due but not impaired. 

(34 913 137) 

(30 378 242) 

The ageing of amounts past due but not impaired is as follows: 

1 month past due 

7 991 125 

4 762 146 

2 months past due 

2 683131 

1 064 822 

3 months past due 

1 315 857 

1 472 766 

Consumer debtors impaired 

As of 30 June 2013, consumer debtors of R34 913 137 (2012; R 30,378,242) were impaired and provided for. 


The ageing of these loans is as follows: 

Less than 3 months but highly improbable 

3 691 747 

- 

Over 3 months 

31 221 390 

30 378 242 
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12. Investments 




Current portion 

FNB Call Account - Account Number 6203381 1995 


57 703 

57 073 

ABSA Call Account - Account Number 9106646490 


1 252 

1 223 

FNB Money Market - NDPG - Account Number 62232266991 


10 461 537 

6 062 746 

FNB Money Maricet - MIG - Account Number 62281385130 


1 599 340 

2 453 461 

FNB Land Sales - Account Number 62216019019 


1 162 814 

1 133 277 

FNB MSIG - Account Number 62216024737 


2 408 586 

2 346 410 

FNB Money Market - Small Town Rehabilitation - Account Number 62347581050 


9 266 769 

6 053 556 

FNB Money Market - INEP - Account Number 62347581060 


626 603 

4 239 296 

FNB 32 day call - Housing Operating - Account Number 74407973409 


2 018 390 

- 



27 502 994 

22 347 042 

Non-current portion 

Nedbank fixed deposits • Account Number 19542952 


22 063 

22 063 

Borough of Dundee - Certincale Number B719 


7 200 

7 200 

Standard Bank • Account Number 75075646 


12 528 

12 528 

FNB fixed deposit - Account Number 71021254116 


36 246 

29 729 

FNB fixed deposit- Account Number 71048724530 


11 000 

11 000 

FNB fixed deposit - Account Number 71066697123 


14 000 

14 000 



103 037 

96 620 

13. Cash and cash equivalents 




Cash and cash equivalents consist of: 




Cash on hand 


6 738 

8 700 

Bank balances 


13 516 735 

13 357 709 



13 523 473 

13 366 409 

The municipality had the following bank accounts 




Account number / description Bank statement balances 

Cash book balances 

30 June 2013 30 June 2012 30 June 2011 

30 June 2013 

30 June 2012 

30 June 2011 

First National Bank - Current 13 993 617 14 743 109 8 691 212 

13 516 735 

13 357 709 

9 942 324 


Account - Account Number 
522000363994 


37 




Umtshezi Municipality 

Annual Financial Statements for the year ended 30 June 2013 

Notes to the Annual Financial Statements 


2013 2012 

R R 


14. Discontinued operations or disposal groups or non-current assets held for sale 

The municipal clinics have been taken over by the Department of Health witti effect from the 01 July 2012. This means that the 
municipality has discontinued the operations of the municipal clinics with effect from that dale. The assets and liabilities of the 
municipal clinics are set out below. 

Surplus / Deficit of Discontinued Operation 

Revenue 
Expenses 

(1 115 625) 


1 950 062 
(3 065 687) 


Assets and liabilities 


Property, plant and equipment 


295 445 
295 445 


Non-current asset held for sale 

Property, plant and equipment 1 228 071 


The non-current asset held for sale was In tenns of the sale of land at the Fire Station to an enterprise for the development of a 
shopping mail. All the conditions were met to dassify the asset as a non-current asset held for sale. However, the sale did not 
proceed and the asset was reclassified as property, plant and equipment. Details of the value of the asset is detailed above. 

15, Finance lease obligation 


Minimum lease payments due 

•within one year 

889 922 

1 324 426 

- in second to fifth year inclusive 

1 657 207 

2 441 507 


2 547 129 

3 765 933 

less; future finance charges 

(766 807) 

(1 121 561) 

Present value of minimum lease payments 

1 780 322 

2 644 372 

Present value of minimum lease payments due 

- within one year 

534 065 

833 133 

- in second to fifth year inclusive 

1 246 257 

1 81 1 239 


1 780 322 

2 644 372 

Non-current liabilities 

1 246 257 

1 811 239 

Current liabilities 

534 065 

833 133 


1 780 322 

2 644 372 


The above lease relates to the lease of municipal motor vehicles and equipment. 

Interest rates are linked to prime less 2% at contract dale. Contingent rents have been recognised as an expense R315,521 
(201 2; R257,920) as a result of certain conditions in the contract. The leased assets as indicated in note 3 and annexure B. 
These assets are financed by Wesbank (a division of Firstrand bank Limited), Fleet Africa and Molswako. The average lease 
lenn is 5 years. 
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16. Payables from exchange transactions 

Trade payables 

28 520 088 

19 396 426 

Payments received in advanced - contract in process 

568 295 

- 

Other payables 2 

(1) 

(1) 

Sundry creditor 

135 850 

19 280 


29 224 232 

19 415 705 

17. Consumer deposits 

Electricity 

2 844 579 

2 620 285 


Interest is not paid to consumers when deposits are refunded. 

Guarantees held In lieu of electricity deposits R1, 885,965 (2012: R1.885.965). 

18, Employee benefit obligations 
Defined benefit plan 

Municipal councillors and employees belong to the Natal Joint Municipal Pension Fund (Superannuation) and the Natal Joint 
Pension Fund (Retirement) or provident fund which are administered by the board of trustees as well as the Government 
Employees Pension Fund and the Associated Institution Pension Fund. 

These schemes cannot be broken down per municipality as they are considered to be multi-employer schemes and hence are 
treated as defined contribution schemes by the municipality. 


Post retirement medical aid plan 


The municipality provides post retirement health care benefits to employees who have terminated their employment due to age, 
ill health or other disability. The municipality currently provides a medical subsidy to thirty three (201 2: 32) retired employees. 


Key assumptions used 
Assumptions used at the reporting date: 


Discount rates used (D) 

Consumer price inflation (C) 

Health care cost inflation (H) 

Salary inflation (S) 

Net discount rate ((1 +D)/(1 +H)-i ) 

Short term portion of retirement benefit obligations 
Long term portion of retirement benefit obligations 


7.25 % 

8.25 % 

6.25 % 

6.00 % 

6.75 % 

6.75 % 

7.15 % 

6.90 % 

0.47 % 

1.41 % 

981 000 

960 000 

14 141 000 

11 641 000 

15122 000 

12 601 000 
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19. Unspent conditional grants and receipts 
Unspent conditional grants and receipts comprises of: 


Unspent conditional grants and receipts 

Good governance grant 

Small town rehabilitation grant 

Neighbourhood development partnership grant 

INEP 

Municipal Infrastructure Grant (MIG) 

Sport infrastructure grant 

84 547 

7 628 124 

7 439 585 

1 263 293 
525 000 

84 647 

5 591 516 

5 167 953 

3 994 575 

1 206 091 

16 840 549 

16 044 682 

These amounts are invested in a ring-fenced investment until utilised. 



MIG Grant 

Balance unspent at the beginning of the year 

Current year receipts 

Conditions met • transferred to revenue 

1 206 091 

12 749 000 
(12 691 798) 

10 510 000 
(9 303 909) 


1 263 293 

1 206 091 

MAP Grant 

Balance unspent at the beginning of the year 

Conditions met - transferred to revenue 

- 

210 291 
(210 291) 


- 

- 

FMG Grant 

Current year receipts 

Conditions met - transferred to revenue 

1 500 000 
(1 500 000) 

1 450 000 
(1 450 000) 


- 

- 

Good governance grant 

Balance unspent at the beginning of the year 

84 547 

84 547 

Neighbourhood development partnership grant 

Balance unspent at the beginning of the year 

Funds returned to National Treasury 

Current year receipts 

Conditions met - transferred to revenue 

5 167 953 
(2 100 000) 
11 113000 
(6 741 368) 

2 097 942 

7 600 000 
(4 529 989) 


7 439 585 

5 167 953 

Small town rehabilitation grant 

Balance unspent at the beginning of the year 

Current year receipts 

Conditions met - transferred to revenue 

5 591 516 

9 200 000 
(7 263 392) 

7 220 OOO 
(1 628 484) 


7 528124 

5 591 516 
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19. Unspent conditional grants and receipts (continued) 



INEP 

Balance unspent at the beginning of the year 

Brought forward from other receivables 

Current year receipts 

Conditions met - transferred to revenue 

3 994 576 

(3 994 575) 

(156 387) 
4 500 000 
(349 038) 


- 

3 994 575 

MSIG 

Current year receipts 

Conditions met - transferred to revenue 

800 000 
(800 000) 

- 


- 

- 

Sport infrastructure grant 

Current year receipts 

526 000 



MIG Grant 

This grant is used to address backlogs in municipal infrastructure required for the provision of basic services. It is currently 
used for the construction of grave! roads, building of creches and for fencing of the landfill site. 

Conditions still to be met as project expenditure has not yet been incurred. 

INEP Grant 

This grant Is used for the installation, rehabilitation and refurbishment of electricity infrastructure at a local level to support the 
sustained supply of electricity and to eradicate the electrification backlogs. 

Conditions still to be met as project expenditure has not yet been incurred. 

MAP Grant 

The management assistance programme is funding from provincial government used to assist in the areas of financial 
management and other capital projects required to ensure the financial viability of the municipality. 

Conditions still to be met as project expenditure has not yet been incurred. 

MSIG Grant 

This grant is used for infrastructure, capacity building and restructuring. The capacity building and restructuring grants were 
set up to assist the municipality in developing their planning, budgeting, Hnancial management and technical skills. 

Furthermore, the municipality used this grant for the payment of the valuation roll expenses. The municipality was also granted 
a loan from the DBSA to fund the Implementation of the Municipal Property Rates Act, This grant will be used to assist in the 
payment of the DBSA loan which is repayable. 

Conditions still to be met as project expenditure has not yet been incurred. 

Finance Management Grant 

The main objective of this grant Is to assist In the rollout of financial management reforms embodied in the MFMA through 
capacity building in financial management. 

Conditions still to be met as project expenditure has not yet been incurred. 

Neighbourhood Development Partnership Grant 

This grant is utilised for neighbourhood upiiftment and advancement. Projects have been committed and are in progress. 
Conditions still to be met as project expenditure has not yet been incurred. 
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19. Unspent conditional grants and receipts (continued) 

Good Governance Grant 

This grant is used to assist the Municipality in achieving good governance. 
Conditions still to be met as project expenditure has not yet been incuired. 
Sport infrastructure grant 

This grant is used for the upgrading of sport facilities. 

Conditions still to be met as project expenditure has not yet been Incurred. 

20, Provisions 

Reconciliation of provisions - 2013 



Opening 

Additions 

Utilised during 

Reversed 

Total 


Balance 


the year 

during the year 


Legal proceedings 

103 616 

38 235 

(103 616) 

- 

38 235 

Provision for landfill site 

484 000 

48 400 

- 

- 

532 400 

Leave pay provision 

6 950180 

6 677 911 

- 

(6 950 180) 

6 677 911 


7 537 796 

6 764 546 

(103 616) 

(6 950 180) 

7 248 646 


Reconciliation of provisions • 2012 


Legal proceedings 
Provision for landfill site 
Leave pay provision 
Provision for housing project 
(SROR) 


Opening 

Balance 

440 000 
5 768 368 
2 421 002 


Additions 
103 616 
6 950180 


Utilised during Reversed Change in 
the year during the year discount factor 


(5 768 368) 

(2 421 002) 


44 000 


Total 

103 616 
484 000 
6 950 180 


8 629 370 7 053 796 (2 421 002) (5 768 368) 44 000 7 537 796 


The landfill site provision is a provision to rehabilitate the landfill site. The landfill site currently has an estimated useful life of 6 
years. A valuation for the rehabilitation of the landfill site was conducted by the municipality and certified by authorised civil 
engineers. 

The leave pay provision is caiculated on all outstanding leave balances as at 30 June 201 3. This is the amount that the 
empioyees would be entitled to receive should the employees resign or cease employment with the municipality on 30 June 
2013. 


21. Long term loan 

The municipality has received three loans from the Development Bank of Southern Africa (DBSA). The three loans fund the 
implementation of the new municipal property rates act (valuation roll), the purchase of plant and equipment and to fund the 
upgrade of the electricity infrastructure. The loan term of the property valuation loan is 4 years, repayable In 201 3, the loan 
term for the plant and equipment is 10 years and the term for the electricity infrastructure is 20 years. The interest rate is 
6.75%. 


DBSA Loans 
MPRA 

Loan 1 - Plant and equipment 

Loan 2 - Electricity upgrade 

Less: Current portion transferred to current liabilities 


586 980 1 710 930 

2 738 590 6 909 999 

6 332 168 2 909 775 

(929 782) (991 847) 

8 727 956 10 538 857 
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22. Housing Operating Account 
Housing operating account 


23. Revenue 

Rendering of services 
Service charges 

Rental of fadlities and equipment 
Licences and permits 

Administration and management fees received 
Fees earned 
Other income 

Interest received - investment 
Property rates 

Property rates - penalties imposed 
Government grants & subsidies 
Fines 


The amount Included In revenue arising from exchanges of goods or services 
are as follows: 

Service charges 
Rendering of services 
Rental of facilities and equipment 
Licences and permits 

Administration and management fees received 
Fees earned 
Other income 

Interest received - investment 


The amount included in revenue arising from non-exchange transactions is as 
follows: 

Taxation revenue 
Property rates 

Property rates - penalties imposed 
Transfer revenue 
Government grants & subsidies 
Fines 


2013 2012 


R 

R 

1 095 260 

1 095 260 


2 128 637 

2 658 265 

163 354 770 

147 416 913 

387 449 

435 367 

4 705 421 

4 686 611 

2 200 

3 320 

29 780 

58 842 

672 005 

868 288 

2 261 109 

1 729 259 

38 105 895 

35130 822 

5 697 986 

6 262 311 

66 893 132 

46 605 370 

46 265 

196 025 

284184 649 

244 951 393 


163 354 770 

147 416 913 

2 128 637 

2 658 265 

387 449 

435 367 

4 705 421 

4 686 611 

2 200 

3 320 

29 780 

68 842 

672 005 

868 288 

2 261 109 

1 729 259 

173 541 371 

157 856 865 


38 105 895 

36 130 822 

5 597 986 

5 262 31 1 

66 893 132 

46 505 370 

46 265 

196 026 

110 643 278 

87 094 528 
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24. Property rates 

Rates received 

Property rates 
Less: Income forgone 

Property rales - penalties imposed 


69 040 278 
(30 934 383) 

63 296 672 
(28 165 850) 

38 105 895 

5 597 986 

35 130 822 

6 262 311 

43 703 881 

40 393 133 


Valuations 


Valuations on (and and buildings are performed every 4 years. The last general valuation came into effect on 1 July 2009. 
Interim valuations are processed on an annual basis to take into account changes in individual property values due to 
alterations and subdivisions. 


Rates are levied on an annual basis with the final date for payment being 30 June 2013 (30 June 2012). Interest at 1 .5% per 
month (2012; 1.5%) and a collection fee of 10% (2012: 10%). Is levied on rates outstanding one month after due date. 

The new general valuation will be implemented on 01 July 2013. 


Rates are levied on the following property valuations as per the valuation roll 
Agriculture 

Agricultural smallholding 

Commercial 

Communal property 

Game farms 

Industrial 

Institutional 

Municipal 

Public benefit organisations 
Public service infrastructure 
Residential 
Residential hospitality 
Sectional title - Commercial 
Sectional Title - Residential 
Sectional title - Residential hospitality 
State owned 
Place of worship 


25. Service charges 

Sale of electricity 
Refuse removal 


507 

914 

000 

634 

948 

000 

93 

959 

000 

95 

409 

000 

361 

249 

000 

349 

883 

000 

170 

321 

000 

143 

005 

000 

7 

005 

000 

7 

005 

000 

354 

378 

000 

333 

313 

000 

22 

812 

000 

22 

812 

000 

214 

762 

333 

221 

895 

333 

1 

700 

000 

2 

700 

000 

44 

444 

845 

44 

594 

845 

1 596 

866 

120 

1 582 

978 

120 

24 

280 

000 

24 

280 

000 

11 

739 

000 

7 

800 

000 

55 

851 

ooo 

55 

851 

000 

2 

043 

000 

2 

043 

000 

291 

337 

000 

292 

387 

000 

50 

892 

000 

51 

586 

000 

3 801 

553 

298 

3 772 

490 

298 


158 001 338 

5 353 432 

141 628 841 

5 788 072 

163 354 770 

147 416 913 
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26. Government grants and subsidies 

Operating grants 
Equitable share 
Department of health grant 
Finance management grant 
Municipal assistance programme 
Museum 

Provincialisalion of libraries 
Community library services 
Municipal systems improvement grant 
National youth development grant 


Capital grants 

Municipal infrastructure grant 

INEP 

Neighbourhood development partnership grant 
Small town rehabilitation grant 


2013 

2012 

R 

R 


29 647 000 

25 827 000 

1 413 000 

1 950 062 

1 500 000 

1 450 000 

. 

210 291 

268 000 

250 000 

894 000 

851 697 

. 

85 000 

800 000 

70 000 

1 680 000 

- 

36 202 000 

30 693 950 

13 237 969 

9 303 909 

3 994 575 

349 038 

6195 198 

4 529 989 

7 263 392 

1 628 484 

30 691 132 

15 811 420 

66 893132 

46 505 370 


Equitable Share 

in terms of the Constitution, this grant is used to subsidise the provision of basic services to indigent community members. 


45 


Umtshezi Municipality 

Annua! Financial Statements for the year ended 30 June 2013 

Notes to the Annual Financial Statements 


27. General expenses 

Advertising 

Auditors remuneration 

Bank charges 

Cleaning 

Commission paid 

Consulting and professional fees 

Donations 

Entertainment 

Insurance 

IT expenses 

Lease rentals on operating lease 

Fleet 

Le\nes 

Medical expenses 

Fuel and oil 

Postage and courier 

Printing and stationery 

Promotions 

Protective clothing 

Project maintenance costs 

Security (Guarding of municipal property) 

Software expenses 

Telephone and fax 

Training 

Travel - local 

Refuse 

Rental and hire of plant and equipment 

Electricity 

Water 

Public participation 
Internal audit fees 
Indigent burials 
Staff bursaries 
Updating of asset register 
Publicity 

Registration support fees 
Valuation roll expenses 
Chemicals 
Other expenses 


Details of expenditure Incurred relating to consulting and professional fees Is noted as follows: 

Consulting and professional fees 

Legal fees 

Electrical engineer 

Road maintenance fees 

Civil engineers 

Asset register support 

Payroll consultants 

Post retirement benefit calculations 


2013 

R 

2012 

R 

266 998 

291 861 

976 551 

(20 626) 

710 565 

943 514 

13 357 

34 891 

2 457 780 

1 240171 

1 527 191 

1 026 036 

153 831 

40 000 

77 066 

29 996 

777 687 

599 077 

29 655 

- 

1 781 753 

1 791 754 

571 671 

304 636 

495 404 

21 781 

- 

65 675 

2 007 236 

1 524 808 

337 400 

285 072 

549 961 

354 355 

20 000 

12 882 

383 145 

471 679 

996 142 

1 051 645 

9 695 706 

3 997118 

978 769 

821 491 

1 973 007 

2 001 201 

1 680 622 

185 255 

529 542 

454 761 

209 956 

149 995 

1 628 065 

995 983 

1 496 031 

- 

1 409 845 

1 478 079 

40 863 

128 541 

1 045 355 

612 532 

143 086 

169 249 

72 875 

73 240 

. 

1 803 755 

54 393 

55 149 

295 818 

- 

2 425 901 

195 250 

60 029 

68 644 

939 779 

1 694 661 

38 813 035 

24 954 111 


221 981 

249 110 

995 280 

617 182 

146 758 

- 

102 162 

- 

7 660 

- 

33 600 

141 744 

19 750 

18 000 

1 527191 

1 026 036 


46 


Umtshezi Municipality 

Annual Financial Statements for the year ended 30 June 2013 

Notes to the Annual Financial Statements 


2013 2012 

R R 


28. Employee related costs 


Basic 

40 554 636 

37 277 234 

Bonus 

4 087 824 

3 473 056 

Medical aid - company contributions 

2 769 052 

2 747 856 

UIF 

391 798 

345 848 

SDL 

551 392 

464 779 

Leave pay provision charge 

(272 270) 

791 598 

Post-employment benefits 

2 521 000 

1 313 000 

Overtime payments 

2 068 912 

1 957 271 

Long-service awards 

9 000 

- 

Car allowance 

1 694 427 

1 391 241 

Housing benefits and allowances 

235 346 

306 451 

Group life insurance 

283 240 

239 997 

Other payroll levies 

25 456 

15 643 

Other aliowances 

769 741 

658 376 

Pension funds 

6 053 199 

5 179 615 

Redemption of leave 

358 668 

228 976 


62 101 321 

56 390 941 

Remuneration of Municipal Manager 

Annual Remuneration 

951 761 

951 781 

Unemployment insurance fund 

1 689 

1 497 

Relmbursive travelling and subsistence claims 

5 390 

11 152 

Leave pay 

57 196 

- 


1 016 036 

964 410 

The municipal manager was re-employed for another five year period of employment. When her first employment contract had 
ended, she was paid for her leave not taken. 

Remuneration of Chief Financial Officer 

Annual Remuneration 

602 959 

567 067 

Travel Allowance 

177 459 

130 176 

Unemployment insurance fund 

1 689 

1 497 


782107 

698 740 

Remuneration of Director Planning, Economic and Social Services 

Annual Remuneration 

501 816 

440 859 

Travel Allowance 

167 926 

128 604 

Telephone allowance 

30 978 

30 890 

Subsistence and travelling allowance 

8 430 

21 421 

Housing allowance 

85 712 

80 690 

Acting allowance 

7113 

15 000 

UIF 

1 689 

1 497 


803 664 

718 961 

Remuneration Director Corporate Services 

Annual Remuneration 

620 230 

451 664 

Travel allowance 

- 

38103 

UIF 

1 689 

1 248 

Subsistence and travelling 

38 078 

- 


659 997 

491 015 
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28. Employee related costs (continued) 


Remuneration of Director Technical Services 


Annual Remuneration 
Travel allowance 
Telephone allowance 
UIF 

Housing 


29. Remuneration of councillors 
Mayor 

Deputy Mayor 

Executive Committee Members 

Speaker 

Councillors 

Councillors' pension contribution 
Councillors allowances 


431 224 

325 621 

180 000 

135 000 

6 658 

4 552 

1 689 

1 123 

2 349 

- 

621 920 

466 296 


421 010 

399 062 

321 782 

319 250 

174 117 

164 613 

336 808 

319 250 

1 577 752 

1 517 354 

403 954 

387 103 

1 365 789 

1 252 944 

4 601 212 

4 359 576 


Salaries, allowances and benefits of Councillors are within the upper limits of the framework envisaged In Section 21 9 of the 
Constitution, read with the Remuneration of Public Office Bearers Act and the Minister of Provincial and Local Government 
determination in accordance with this Act. 


In-kind benefits 

The Mayor. Deputy Mayor and Speaker are full-time councillors. Each Is provided with an office and secretarial support at the 
cost of the Council. 

The Mayor has the use of a Council owned vehicle and council owned back-up vehicle for official duties. 

The Mayor has four full-time bodyguards . The Deputy Mayor and Speaker have two full-time bodyguards. 

30. Debt impairment 

Contributions to debt impaimient provision 5 872 703 (298 378) 

Debts impaired 584 078 13180 378 

6 456 781 12 882 000 


The doubtful debt provision for 2013: R34, 913,137 (2012: R30.676.620) was raised and the prior year provision reversed. 
During the financial year Council had taken a resolution to write off all debt of R584, 078 (2012: R13,180,378). 

31 . Investment revenue 

2 261 109 1 729 259 

2 261 109 1 729 259 


Interest revenue 
Interest from investments 


The amount included in Invesmient revenue arising from exchange transactions amounted to R2, 261, 109 (2012: R 1,729,259). 
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32. Depreciation and amortisation 



Property, plant and equipment 

Intangible assets 

31 457 382 

57 621 

32 028 380 
79 417 


31 515 003 

32 107 797 

33. Impairment of assets 



Impairments 

Property, plant and equipment 

Describe the events and circumstances that led to the recognition or reversal of the 
impairment loss. The recoverable amount or [recoverable service amount} of the asset 
was based on its fair value less costs to sell or (its value In use.] 

3 166 

3166 

62 457 

62 457 

34. Finance costs 



Finance leases 

Unwinding discount - Landfill site 

Other Interest paid 

683 194 
48 400 
82 264 

765 703 
44 000 
143 741 


813 858 

953 444 

35. Auditors' remuneration 



External Audit Fees 

976 551 

(20 826) 

36. Operating lease 



The municipality has an operating lease with Wesbank for the lease of vehicles and the arrangements of the (ease includes: 

• the basis on which contingent rent payable Is determined, 

• the existence and terms of renewal or purchases options and escalation clauses: and 

• restrictions imposed by lease arrangements, such as those concerning return of net surplus, return of capital 
contributions, additional debt and further leasing. 

Minimum lease payment due 
-within one year 
- in second to fifth year inclusive 

335 112 

1 781 753 
296 958 


335 112 

2 078 711 

37. Bulk purchases 



Electricity 

129 226 756 

113 864 508 
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38. Cash generated from operations 



Deficit 

(317 668) 

(10 521 337) 

Adjustments for: 



Depreciation and amortisation 

31 516 003 

32 107 797 

Loss on sale of assets and liabilities 

844 768 

2 161 

Finance costs 

813 858 

953 444 

Impairment deficit 

3 166 

62 457 

Debt impairment 

6 456 781 

12 882 000 

Movements in retirement benefit assets and liabilities 

2 521 000 

- 

Movements in provisions 

(289 250) 

(1 091 674) 

Changes In working capital; 



Inventories 

(937 997) 

(15 899) 

Other receivables from exchange transactions 

1 042 364 

805 207 

Consumer debtors 

(13 865 780) 

(3 615 758) 

Payables from exchange transactions 

9 808 626 

(1 874 101) 

VAT 

(1 796 972) 

(4 941 156) 

Unspent conditional grants and receipts 

795 867 

13 651 902 

Consumer deposits 

224 294 

221 984 



36 818 060 

38 627 127 

39. Commitments 



Authorised capital expenditure 



Already contracted for but not provided for 
• Property, plant and equipment 

39 564 313 

16 044 682 

Not yet contracted for and authorised by accounting officer 
• Property, plant and equipment 

80 695 032 

26198 000 


This committed expenditure relates to plant and equipment and will be financed by al unspent conditional grants allocations. 
The amounts not yet contracted are MIG projects that have been approved but have not yet commenced. These will be funded 
by future MIG allocations. 

Authorised operating expenditure 


Contractual commitments ( operating in nature) 45 656 099 


40. Contingent Liabilities 

Litigation is In the process against the municipality relating to an incident where an officer, in the discharge of the officers 
duties, shot a street vendor, Mr Justice Magoyl, (the plaintiff) who alleges that he was shot wrongfully, unlawfully and without 
justification. He is seeking damages to the amount R300,000 in respect of pain, suffering and discomfort. The municipality's 
attorneys and management are not certain of the possible outcome of the case. 

The municipality is defending a matter against Xavier Construction for the amount R2 768 889.00. Xavier Construction had 
requested an interdict to prevent the municipality from advertising certain developments that they believe they were awarded. 
The municipality is of the opinion that the company had breached its contract with the municipality. The outcome of the matter 
is not certain. 
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41. Awards to close family members of persons In the service of the state 


Name of Business 
Relationship of person in the service of the state 
Name of person in the service of the slate 
Capacity of person in the service of the state 
Amount of the award including Vat 
Name of Business 

Relationship of person in the service of the slate 
Name of person in the service of the state 
Capacity of person in the service of the state 
Amount of the award including Vat 


V&A Decor and Marquees CC 
Spouse 

Mrs A Omardalh 
Municipal Official 
R1 7,350 

Superion Trading Enterprise 

Spouse 

Cllr BA DIamini 

Member of municipal council 

R10.400 


The above awards were made to close family members of persons In the service of the state in terms of the Municipal SCM 
Regulations paragraph 45. 


Related party transactions 


Purchases from related parties 

Superion Trading Enterprises - 10 400 

V&A Decor and Marquees CG - 17 350 

The above related party transactions took place during the 2011/2012 financial year. The details of the relationships are 
detailed above. 


Ail procurements with V&A Decor Marquees CC ceased when Mrs Omardath was appointed on a permanent basis by the 
municipality. The transactions recorded above were for the period in which Mrs Omardalh was employed on a temporary 
basis. 


42. Prior period errors 

Adjustments were made to the property rates Income due to valuation roll adjustments made by the municipal valuers. A 
liability for a stock certificate was also raised as it was not previously included in the annual financial statements. Also, credit 
notes and payments to suppliers for assets were Incorrectly sent to the Incorrect voles. These were corrected. No prior year 
was amended as the amount was regarded as immaterial. 

Vehicles purchased on an operating (ease were incorrectly capitalised In the 2010/201 1 financial year. Adjustments were 
made to remove the vehicles from property, plant and equipment. 

The correction of the error(s) results in adjustments as follows: 


Statement of financial position 

Property, plant and equipment - (459 270) 

Opening Accumulated Surplus or Deficit - 459 270 

Audit fee accrual - 999 999 

Statement of Financial Performance 

Audit fee expense - (999 999) 


43. Risk management 
Liquidity risk 

The municipality’s risk to liquidity is a result of the funds available to cover future commitments. The municipality manages 
liquidity risk through an ongoing review of future commitments and credit facilities. 

Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored. 

The municipality’s financial liabilities are all classified as current liabilities, payable within the next 12 months, other than the 
finance lease, the maturity of which is disclosed In the finance lease note and the long term loans note. 
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43. Risk management (continued) 
Interest rate risk 


As the municipality has no significant interest-bearing assets, the municipality's income and operating cash flows are 
substantially independent of changes in market interest rates. 

At year end, financial instruments exposed to Interest rate risk were as follows: 

• Cali Deposits 

• Notice Deposits 

• Long term debtors 

Effect of movements in interest rates 
2% Increase in interest rate of investments 
2% Decrease in interest rate of investments 
2% Increase in Interest rate of loans 
2% Decrease in interest rale of loans 


552 121 

448 871 

(552 121) 

(448 871) 

(228 761) 

(533 199) 

228 761 

533 199 


Credit risk 

Credit risk consists mainly of cash deposits, cash equivalents, derivative financial instruments and trade debtors. The 
municipality only deposits cash with major banks with high quality credit standing and limits exposure to any one counter-party. 

Trade receivables comprise a widespread customer base. Management evaluated credit risk relating to custorners on an 
ongoing basis. !f customers are independently rated, these ratings are used. Otherwise, if there Is no independent rating, risk 
control assesses the credit quality of the customer, taking into account its financial position, past experience and other factors. 
Individual risk limits are set based on internal or external ratings in accordance with limits set by the board. The utilisation of 
credit limits is regularly monitored. 

44. Going concern 

Cash cash equivalents and Investments total R41 million while payables and provisions total R 37million and Unspent 
conditional grants and other liabilities total R 26 million. The liabilities are as thus not cash backed. Trade and accounts 
receivable from exchange transactions amount to R78 million and these are impaired by R35 million or 44.9%. These are 
indicators of a potential going concern risk, which will be addressed by Council and Management.t 

45. Fruitless and wasteful expenditure 

Fruitless and wasteful expenditure 
Recovered from staff member 


2 808 
(2 808) 


A withdrawal notice was supposed to be placed in the local newspaper. All the details of this notice were given to the said 
official but the official had included the withdrawal notice as well as the original advertisement in the newspaper resulting in a 
cost R2, 808.44. This was deemed fruitless and wasteful and the said official re-imbursed the Municipality for such expenditure. 
It has been fully recovered. 

46. Irregular expenditure 

Add: Irregular Expenditure - current year 
Less: Amounts condoned 
Less: Amounts recoverable {not condoned) 


12 792 802 44 316 

(2 291 738) (36 438) 

(7 878) 


10 501 064 


52 



Umtshezi Municipality 

Annual Financial Statements for the year ended 30 June 2013 

Notes to the Annual Financial Statements 


2013 2012 

R R 


46. Irregular expenditure (continued) 
Details of Irregular expenditure 


Advertising of tender for shorter period 
Minor breaches of SCM procedures 
SCM non compliance 
SCM deviations below R 30 000 


2 250 000 

41 738 44 316 

9 524 147 
976 917 

12 792 802 44 316 


No disciplinary action or criminal proceedings were instituted against the officials concerned. 
Details of irregular expenditure condoned 


Tender advertised for six days as opposed to seven days 
Minor breaches of SCM procedures 


2 250 000 

41 738 36 438 

2 291 738 36 438 


The expenditure relating to the advertising of the tender for six days as opposed to seven days was condoned as per Council 
Resolution No. 545.05.13. 

The minor breaches, after investigation, was condoned by Council as per Resolution No. 90.08.13 (2012: Resolution No. 
332.08.12). 

Details of irregular expenditure recoverable (not condoned) 


Minor breaches regarding purchases without following proper SCM processes - 7 878 

The above expenditure was not condoned by Council and was recovered from the official concerned. 

47. In-kind donations and assistance 

Assistance was given to the Municipality by KZN Provincial Treasury to assist the Municipality with cashflow management. 

48. Additional disclosure In terms of Municipal Finance Management Act 
Contributions to organised local government (SALGA) 

Amount paid - current year 493 224 ^ 
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48. Additional disclosure In terms of Municipal Finance Management Act (continued) 

Losses through criminal conduct 

188 133 
27 043 


215 176 


Banking Fraud 
Theft of fuel 


The above amount was lost due to banking fraud that was committed during June 201 3. A request to change banking details 
was received coupled with bank statements verifying the new banking details. All details relating to the company were correct 
as per the letter received requesting the change and the letter from the bank approving the new banking details was stamped 
by the bank. However, this was a fraudulent act and the a case has been opened with the SAPS. The case number is 
CAS1 93/6/201 3. The matter is also being investigated by the forensic divnslon of First National Bank and ABSA. On the 27th 
of August 2013. an amount of R1 76,247.89 was refunded by ABSA as a result of this fraud. 

It had been reported by the Municipal Security Company that a private vehicle had been using the municipal petrol pumps. 
These alleged thefts had resulted in a loss of fuel and the reported incidents were investigated. The incidents have also been 
reported to Management Committee, Executive Committee and Council. 

Audit fees 


Amount paid - current year 

PAYE and UIF 

949 929 

979 373 

Amount paid - current year 

There were no amounts outstanding as at 30 June 2013. 

Pension and Medical Aid Deductions 

6 048 936 

5 444 043 

Amount paid - current year 

There were no amounts outstanding as at 30 June 2013. 

VAT 

8 822 249 

7 927 469 

VAT receivable 

13290 111 

11 493 139 


VAT output payables and VAT input receivables are shown In note . 

All VAT returns have been submitted by the due date throughout the year. 

A case Is currently pending for a vat claim in respei^ of a vat audit that was done. 

Council meetings 

lln terms of Section 62(d) of the Municipal Finance Management Act, No.56 of 2003, the mayor of a municipality must, within 
30 days of the end of each quarter, submit a report to the council on the Implementation of the budget and the financial state of 
affairs of the municipality. During the financial year, the munidpal council was unable to meet for the period 25 July 2012 to 14 
November 2012. Thereafter, the council had met on a monthly basis and all budget and financial reports had been reported to 
council on a monthly basis. 
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48. Additional disclosure in terms of Municipal Finance Management Act (continued) 

Investigations 
Khwezi hostle Upgrade 

R22,6 million was transferred from the Department of Human setllementThis project is on hold pending forensic investigation 
initiated by the department of Human Settlement. 


49. Deviation from supply chain management regulations 

Paragraph 12(1)(d)(i) of Government gazette No. 27636 issued on 30 May 2005 states that a supply chain management policy 
must provide for the procurement of goods and services by way of a competitive bidding process. 

Paragraph 36 of the same gazette states that the accounting officer may dispense with the official procurement process in 
certain circumstances, provided that she records the reasons for any deviations and reports them to the next meeting of the 
Council and Includes a note to the annual ftnancial statements. 

In terms of section 36 of the Municipal Supply Chain Management Regulations any deviation from the Supply Chain 
Management Policy needs to be approved / condoned by the Municipal Manager and noted by Council. All expenses Incurred 
have been condoned. 

All deviations have been approved by Council and have been reported to National Treasury, Provincial Treasury and the 
Auditor General in compliance with section 1 14 of the Municipal Finance Management Act. 56 of 2003. 

Summary of deviations 

Procurement of specialised electricity vehicle - 295 767 

Procurement of asset management specialists • I Chain - 318 790 

Purchase of motor vehicle 364 260 - 

364 260 614 547 


50. Budget differences 

Material differences between budget and actual amounts 

Service Charges - There had been a discount allocated to certain class of electricity users. This reduced the electricity income. 
In addition to this, the consumption of eiectricily of all consumers had decreased. 

interest received - There was interest received on external investments from the grants received. It was planned that ail the 
grant funds would be fully utilised, but there was approximately R18 million recorded as unspent at the end of the financial 
year. The interest had accrued due these funds being cash backed in investment accounts. 

Property Rates - It was envisaged that a new supplementary roll, supplementary roll 7, would be issued during the financial 
year. This supplementary roll was only issued by the municipal valuators after the financial year. 

Government Grants and Subsidies - Grants are recognised when the conditions associated with the grant have been met. As 
mentioned above, some grants have unspent balances due to conditions not being met. This had resulted in the large 
difference. 

Depreciation - Some of the assets that were planned to be purchased from the capital grants had not occurred. The funds 
allocated were recorded as unspent and the assets not purchased. This resulted in a decrease of the depreciation allocation 
over the budgeted amount. 

Debt Impairment - Each debtor had been analysed by a service provider In order to ascertain the provision for the debt 
impairment. Ail available databases had been scanned and debtors profiled. In terms of this analysis, the provision for the 
debt impaimient was lower than that budgeted. 
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Inventories - The electricity items had now been Inco^orated Into the municipal stores. There were also additional items that 
were requested to be stores item. This had resulted in the Increase. 

Other receivables from exchange transactions - A provision was made for an outstanding amount due to the fact that as at the 
30th of June 201 3, it was considered doubtful. 

Vat receivable - It was planned that the outstanding vat due to the municipality would be received by the municipality. This 
matter is still pending. 

Investments - There was a large amount of unspent conditional grants at the end of the financial year. All these funds were 
cash backed resulting in an increase in the investment estimate. 

Cash and cash equivalents - Due to stringent cash flow management and the collection of arrear debt, this actual had 
exceeded the budgeted estimate. 

Property, plant and equipment - Due to the fact that certain grants were unspent, this had resulted In a reduction of the actual 
figures from the budgeted estimate. 

Unspent conditional grant • It was planned that there would have been no unspent conditional grants at the end of the financial 
year. Due to amendments to contracts that had to occur, there was a large amount unspent. 

51 . Councillor's arrear consumer accounts 


The following Councillors had arrear accounts over dO days during the financial 
year as follows: 


Lite Edith 

. 

3 122 

Magubane Slphamandla Duncan 

- 

3 764 

Mdakane Mhlabumangele Seph 

147 

9 875 

Ndawonde Bongumusa Howard 

- 

3 927 


147 

20 678 

52. Electricity Losses 



Electricity units purchased from Eskom 

Estcourt (units) 

198 262 008 

200 381 561 

Wembezi (units) 

13 376 367 

1 2 874 763 


211 628 375 

213 256 324 

Electricity units sold by the Municipality 

Domestic (units) 

37 761 340 

38 850 463 

Commercial (units) 

15 617 879 

16 244 022 

Bulk (units) 

140 134 313 

144 931 625 

Departmental (units) 

1 740 681 

2 310 668 


195 254 213 

202 336 778 


Electricity losses for the financial year was 7.74% (2012: 5.12%). These losses are attributable to electricity losses within the 
electricity network infrastructure. Technical and non technical losses determined to be 5.37% and 2.37% respectively. 

S3. Municipal Entity • Midlands Development Agency 

The municipality, in association with Umngeni Municipality and Mpofana Municipality, Is fonning a municipal entity called the 
Midlands Economic Development Agency (MEDA). The entity Is still in the process of being established. The purpose of the 
entity is to Implement development projects in the Midlands between Howick and Estcourt. 
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54. Events after the reporting date 

Subsequent to year end 1771 bags of cement costing R 114 115.79. This has been accounted for as fruitless and wasteful 
expenditure at year end. 
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Analysis of property, plant and equipment as at 30 June 2012 
Cost/Revaluation Accumulated depreciation 
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